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Fross 1030 to 1936 j, there were 44 efcate honk f a i lu r e *
anA sev en  n a t io n a l  batik f a i lu r e s *  The fo rm er r e p re s e n te d  
8 l t 8 ^  o f  th e  t o  a l  number o f  s t a t e  banka In  L o u is ian a  in  
1830* end th e  l e t t e r *  £3*3$ o f  th e  n o t io n a l  banka In  the 
e t a to  a t  th e  same Onto*
(£ )  fh a  banka w «  c l a s s i f i e d  ac co rd in g  to  th e  a le e  o f  
t h o i r  c a p i t a l  s to ck #  s is *  was a  r e l a t i v e l y  im ia ^ o r tm t  fe e *  
t o r  in  r e l a t i o n  to  tb e  r a t a  o f  f a i lu r e *  The h e a v ie s t  r a te *  
48$* o ccu rred  In  th e  3800*000 to  ®498#ooo group* In  a l l  
o th e r  one th e  evorag* m e  betw een £1$ and £6$*
(3 )  Throughout th e  n in e  •y e a r  p e rio d *  th e  m a jo r i ty  o f  
th e  f a i l e d  banka in v e n te d  an e x c e s s iv e  amount o f  d e p o s i ts  
in  lo c a l  loane#  Hear th e  end o f tlie  p e rio d *  th e  nua&or o f 
banka Sieving u n fa v o ra b le  r a t io *  o f  lo an e  to  depea i t  a In*  
c reased *
(4 )  The t o t a l  amount o f  c r e d i t  ex ten d ed  by th e  f a i l e d  
banka aa compared w ith  d e p o s i ts  waa e x c e ss iv e  in  a  m a jo r i ty  
o f th e  banka fen* a  p e r io d  o f  s i x  year*  b e fo re  f a i lu r e #  AC 
th e  banka approached  f a i lu r e *  th e  r a t i o  o f  Ioann* d is c o u n ts  
and Investm en ts to  t o t a l  d e p o s its  In c re a s e d .
(b) The e x c e ss iv e  c r e d i t  ex tended  by th e  banks was lor^e* 
l y  m d a  p o s s ib le  by reducing ca sh  r e s e rv e s  and by borrowing*
By th e  f i r s t  method* tho  banks in  many oases attempted t o  
o p e ra te  an to o  th in  a m argin  o f  "working reserves*" By th e  
second method* th e  banks perhaps o b ta in ed  a  siseable amount 
o f fu n d s* b u t in  so  do ing  tied up tlxs most l iq u id  o f  their  
a s s e t s  a s  c o l l a t e r a l  f o r  th e  lo an s*  which le f t  them in an
extras*ly vulnerable condition in case of m  emergency*
16) In  th e  a^ ^ re g a te *  th e  banks can n o t bo s a id  to  have 
had in ad eq u a te  c a p i t a l  funds to  su p p o rt t h e i r  volume o f  de~ 
p o s i t s *  The r a t i o  o f  t o t a l  d e p o s i ts  t o  n e t  w orth  ten d ed  t o  
decrease* r a th e r  th a n  In c rea se*  in  a  m j o r i t y  o f  th e  banks*
(7 ) The p e rc e n tag e  o f c a p i t a l  funds w hich th e  f a i l e d  
banks had t i e d  up In  f ix e d  a s s e ts *  t h a t  la *  in  .b u ild in g *  
f u r n i tu r e  and f ix tu r e s *  and o th e r  r e a l  e s ta te *  was n o t ex* 
e e e s lv e  in  a m a jo r i ty  o f  th e  cases*  In  a few in s ta n c e s*  
however* th e  r a t i o  o f f ix e d  a s s e t s  to  n e t  w o rth  in d ic a te d  
t h a t  a l l  o f  th e  c a p i t a l  funds had been p la c e d  In  i l l i q u i d  
a s s e ts *
(3 ) The p e rc e n ta g e  o f  s a v in  # d e p o s i ts  in v e s te d  in  r e a l  
e s t a t e  m ortgages was ex trem ely  h ig h  In  more th an  h a l f  o f th e  
f a i l e d  banks th ro u g h o u t th e  p e rio d *  in  many c a se s  th e  r a t i o  
o f  lo a n s  sco u red  by r e a l  e s t a t e  to  t lx *  d e p o s i ts  was w e ll  
over 100$* I n d ic a t in g  t h a t  demand d e p o s i ts  had been in v e s te d  
in  such  a s e e ta *
INfRODUCTIOH
S ig n if ic a n t Pacta 
She American banking ay a t am has bean undergoing cen t In -  
none evo lu tio n  throughout i t s  h is to ry .  Changes have occurred 
in  a l l  phases of i t s  o p era tio n a t  but none of these changes 
has been more marked than  those which g radually  appeared a f ­
t e r  the World War and which were accentuated  by the d ep ression . 
Among these  im portant changes in  banking have beens (1) the  
tremendous decrease in  the number o f banks and the Increase  
In  average re so u rces ; (2) the large  number o f bank f a i lu r e s ;
(9) the  growth of savings d ep o sits ; (4) the doorcase in  com­
m erc ia l loans and the increase  In  Investment o b lig a tio n s  held 
by banks; and (5) the  dec line  in  bank earnings* In June 1925* 
th e re  were 50*178 banks in  the  United S ta te s  w ith average r e ­
sources of $1*790,595, as compared w ith only 15*805 banks in  
1956 bu t w ith  average resources of $4 *252 *267*& During the 
earns period* 12*776 banks w ith  deposits  of over 7& b i l l io n  
d o lla r s  were c losed  e i th e r  permanently or tem porarily  on 
account of f in a n c ia l  d i f f ic u l t ie s # ^  Savings deposits*  which 
in  1923 were estim ated  a t  59*5# o f to ta l  deposits*  had in ­
creased  to  45*6# in  1929 and accounted fo r  46*3# o f a l l
^Annual Reports of the Comptroller of the Currency* 1956*
d e p o s i ts  i n  1936*^ In  1923* in v estm en ts  v a ra  o n ly  31# o f  
t o t a l  e a rn in g  a s s e ts *  w hereas by 1933 th e y  had in c re a s e d  to  
57#* The e a rn in g s  o f a l l  n a t io n a l  banks In c re a se d  48# from  
1983 to  1938|  b a t  th e  lo s s e s  in c u rre d  in  1938* 1933* and 
1934 were g r e a te r  th a n  th e  combined n e t  e a rn in g s  f o r  th e  
th r e e  y e a rs  im m ediately  p reced ing*
Problem s R a ised
From th e  d is c u s s io n  j u s t  given* i t  i s  ap p a ren t*  re g a rd *  
l e s s  o f  th e  causes*  th a t  such fundam ental changes in  th e  n a ­
tu r e  o f  com m ercial bank ing  have co n fro n ted  th e  banker and th e  
p u b lic  w ith  many new and s e r io u s  problem s* th e  more im p o rtan t 
aa  f a r  a s  t h i s  s tu d y  I s  concerned  a re  as  fo llow s*
F i r s t*  th e  la rg e  number o f bank f a i l u r e s  h as  fo cu sed  
p u b lic  a t t e n t i o n  upon com m ercial bank ing  which In  tu r n  h as  
l e d  t o  new l e g i s l a t i o n  d es ig n ed  to  s tr e n g th e n  th e  banking  
s t r u c tu r e *  I f  th e  Independen t banking  system  I s  to  su rv iv e*  
th e  d e f e a ts  o u s t  be rem edied  w ith in  th e  system  by th e  bankers*  
and th e  f a c to r s  r e s p o n s ib le  f o r  th e  w ho lesa le  f a i l u r e  o f  banks 
m ust n o t a g a in  be a llo w ed  to  occur* H is to ry  i s  r e p le te  v i t h  
exam ples o f  th e  f u t i l i t y  t o  g a in  sound banking th ro u g h  d i r e c t  
l e g i s l a t io n *  I t  I s  n ecessa ry *  th e re fo re *  th a t  th e  bankers 
th em selv es  approach  and an a ly ze  th e  fundam ental problem s i f  
a  s o lu t io n  i s  to  be found*
3_Anmel Rg£g£t o f  th e  Cqgjrt r o l l e r  o f |M  ,&H£S&SXS . 
1923 f ig u re  was O btained  frcaa an e s tim a te  ih  ’’Changes in  Bank 
E arn in g  A sse ts* 11 Economic P o licy  Commission, American Bankers 
A sso c ia tio n *  Hew fo rk *  1936, p* 30*
3Second* th e  grow th in  sa v in g s  d e p o s its  in  com m ercial 
hanks p r e s e n ts  a n o th e r  problem  f o r  management* I t  h a s  usu~ 
a l l y  been  c o n s id e re d  sound bank ing  p r a c t ic e  to  In v e s t saw* 
in g s  d e p o s i ts  in  le a s  l i q u i d  a s s e t s  th a n  demand d e p o s its*
S h is  p r a c t i c e  was fo llo w ed  in  th e  p e r io d  p rece d in g  th e  do* 
presB ion*  h u t th e  f a c t  t h a t  sa v in g s  d e p o s its  were t r e a t e d  
by  b o th  th e  d e p o s i to r s  and th e  b an k e rs  as  i f  th e y  were &e~ 
maud d e p o s i ts  r e s u l t e d  in  s e r io u s  co m p lic a tio n s#  Non~Xiquid 
a s s e t s  co u ld  n o t be l iq u id a te d  to  meet th e  demands o f depos­
i to r s *
T hird*  th e  fundam ental problem s o f a banker have alw ays 
been  th e  e a rn in g  o f  a re a s o n a b le  p r o f i t  and th e  m aintenance 
o f  s a f e ty  and a deg ree  o f  l i q u i d i t y  commensurate w ith  th e  
c h a ra c te r  o f  h i s  l i a b i l i t i e s *  The sh o rta g e  in  com m ercial 
p aper and th e  consequen t p r a c t i c e  o f s to c k in g  up h e a v i ly  in  
Investm en t ty p e s  o f  o b l ig a t io n s  may a f f e c t  b o th  l i q u i d i t y  
and ea rn in g s*  Investm ent a s s e t s  a re  la c k in g  in  th e  neces­
s a ry  l iq u id i ty *  and th e y  seldom f u r n is h  s u f f i c i e n t  Income to  
co v er th e  h ig h  c o s ts  o f  o p e ra t in g  banks*
The above problem s can  be d e a l t  w ith  I n t e l l i g e n t l y  o n ly  
a f t e r  a  d e s c r ip t iv e  su rv ey  o f  th e  f a c t u a l  d a ta  co n cern in g  
th e  change has been  given*
Purpose o f  T his S tudy
I t  i s  th e  purpose o f  t h i s  study*  th e re fo re *  to  t r a c e  th e  
r e c e n t  t r e n d s  in  L o u is ian a  banking* A tte n tio n  i s  co n fin ed
4p r im a r i ly  t o  th e  p r e s e n ta t io n  o f th e  m ost r e l i a b l e  in fo rm s*  
t i o n  a v a i la b le  on th e  s e v e r a l  to p ic s  p e r t in e n t  to  banking#
So a tte m p t I s  made to  e n t e r  In to  many o f  th e  broad q u e s tio n s  
o f b u s in e s s  and governm ent p o lic y  a r i s i n g  In  co n n ec tio n  w ith  
bank ing  problem s #4
As a means o f  sh o e in g  th e  tre n d s  in  L o u is ian a  banking* 
and th e  problem s w hich a r i s e  in  co n n ec tio n  w ith  th e  zsaln* 
ten an ce  o f  s a f e ty  and l iq u id i ty *  and a t  th e  same tim e* o f  
making s u f f i c i e n t  e a rn in g s  to  pay expenses and re a so n a b le  
d iv id en d s*  th e  fo llo w in g  p r in c ip a l  to p ic s  a re  t r e a te d !  (1 ) 
G enera l D evelopm ents; (2 ) The Source o f Funds; (3 ) The Use o f 
Funds; (4 )  E arn in g s  and Expense Trends o f L o u is ian a  n a t io n a l  
Baziks; and (5 ) Bank F a ilu re s #
^The s tu d y  does n o t p u rp o rt to  be a h i s to r y  o f th e  develop­
ment o f  L o u is ian a  banking# See C aldw ell* 3« A .# A Banking 
H is to ry  o f L o u is ia n a # B aton Rouge* L o u isian a  Stat©  W n iv ers ity  
Frees'# iSoS#
c u A m n  u
GENERAL lEVELOPMEiJTS t 1903 TO 1936
I t  would be f u t i l e  to  a ttem p t t o  e v a lu a te  th e  t r e n d s  In  
L o u is ian a  bank ing  w ith o u t a le e  rev ie w in g  th e  m ajor changes 
w hich have o c c u rre d  in  L o u is ian a  In d u s tr ie s *  Trends and 
developm ents in  th e  f i n a n c i a l  f i e l d  a re  l a r g e ly  a r e f l e c t i o n  
o f  th e  o p e ra t io n  o f  u n d e r ly in g  economic fo rc e s *  As I n d ie s -  
t o r s  o f  g e n e ra l  changes In  b o th  bank ing  and b u s in e ss  In  Lou­
i s i a n a  d u rin g  th e  p e r io d ,  th e  fo llo w in g  p r in c ip a l  to p ic s  a re  
b r i e f l y  review ed* (1 ) bank re s o u rc e s  and th e  number o f op­
e r a t in g  b an k a , (8 ) a g r i c u l t u r e 9 (3 ) m a n u fa c tu r in g , (4) mer­
c h a n d is in g , and (6 ) m ining  and lum bering*
Bank R esources
L o u is ia n a  bank re so u rc e s  in  1903 reach ed  th e  h ig h e s t  
p o in t  ev e r a t ta in e d  up to  t h a t  t im e , a  t o t a l  o f  $336,614,000 
(T ab le  1 ) ,  The y e a r  had  n o t been so good fo r  a g r i c u l tu r e ,  
b u t b u s in e s s  in  g e n e ra l  had re c u p e ra te d  from  th e  e f f e c t s  o f 
th e  p o st-w ar d e f la t io n a r y  p e r io d ,  and bank lo a n s  and d e p o s its  
were expand ing . E xpansion co n tin u ed  In  1904 in  s p i t e  o f  th e  
f a c t  t h a t  many a g r i c u l t u r a l  s e c t io n s  h a rv e s te d  poor crops**  
The y e a r  1926 was r e f e r r e d  t o  by th e  Banking Commissioner a s
th e  "Banner Y ear” In  th e  grow th o f L o u is ian a  Baziks* In  h i s
*B le*m lal R eports o f th e  L o u isian a  S ta te  Banking Commis­
s io n e r*
Table 1
CHANGES IN NUMBER OF BANKS AND RESOURCES 
(December 31 o f each year)
______ (D ollar amounts in  thousands)_____
Year State Banks1 R ational Banks T otal
Average 
Resource; 
Per BankNumber Resources Humber Resources Humber Resources
1923 227 $402,808 3* $133,706 261 $536,514 $2,055
1924 216 411,295 33 128,241 249 539,536 2,167
1925 214 447,063 33 145,111 247 592,174 2,397
1926 201 433 ,676 33 143,261 23* 576,937 2,466
1927 200 442,168 32 136,425 232 578,593 2,494
1928 195 452,655 33 148,100 228 600,755 2,635
1929 191 446,062 3* 147,778 225 593,840 2 ,6 3 9
1930 183 393,577 30 132,463 213 526,040 2,470
1931 171 342,617 29 127 ,201 200 469,818 2,3*9
1932 161 341,886 29 116,300 190 458,186 2,412
1933 122 9 6 ,569 26 211,403 148 307,972 2 ,0 8 1
1934 120 109,426 30 264,240 150 373,666 2,491
1935 120 128,154 30 293,956 150 422,110 2,814
1936 116 155,675 303 355,779 146 511,454 3,503
ana*
R ep orts o f th e S tate Bantce > Savings Banks and Trust Companies in  the S ta te  o f  L ouisi
^Annual Reports o f the C o n tro ller  o f the Currencyt 192V-1915*
^Abstract o f Reports o f Condition o f N ational Banks, February 15* 1937*
nr e p o r t ,  however* th e  Commissioner u rg ed  “extrem e c a u t io n ” in  
view  o f th e  e x p e rie n c e  g a in ed  In  th e  r e c e n t  p e r io d  o f  if tflft*  
t i o n  and d e f l a t i o n  fro©  which th e  hanka had j u s t  emerged#^
In  1986* th e  upward t r e n d  of r e s o u rc e s  was c u t sh o r t*  The 
p r ic e  o f  c o t to n  had  f a l l e n  and th e re  was a r e l a t i v e l y  sm a ll 
y ie ld *  In  a d d it io n *  u n fav o rab le  c o n d itio n s  p re v a i le d  in  th e  
su g a r  and r i c e  d i s t r i c t  due In  p a r t  to  sto rm  damages and In  
p a r t  t o  d is e a s e d  su g a r cane* The u n p reced en ted  f lo o d  o ver 
th e  e n t i r e  M is s is s ip p i  V a lley  in  1987 l e f t  a  v a s t  a re a  in  
w hich no crop  a were grown on many o f th e  m ost f e r t i l e  farm s*
In  s p i t e  o f  th e  d i s t r e s s  In  many a re a s*  however* L o u is ian a  
bank re s o u rc e s  in c re a s e d  s l ig h t ly *  B u sin ess c o n d itio n s  o a r  
t in n e d  good in  1986* and in  t h a t  y e a r  L o u is ian a  banks reach ed  
t h e i r  a l l - t im e  peak o f  $600*765*000 re so u rc e s#  T his amounted 
to  an  In c re a s e  o f  U5j( over 1985* b u t was n o t a s  la rg e  as was 
ex p e rien c e d  in  many o th e r  se c tio n s*
W ith th e  d e c lin e  in  th e  p r ic e  of s e c u r i t i e s  In  th e  l a t t e r  
p a r t  o f 1929* re s o u rc e s  slumped to  §593*840*000* The co n tin u ed  
r e c e s s io n  o f  g e n e ra l  b u s in e s s  In  1930 and 1931 r e s u l t e d  in  
co n tin u ed  sh a rp  d e c lin e s  in  re so u rc e s*  b u t th e  banks a s  a 
Whole m a in ta in ed  a r a th e r  secu re  p o s it io n *  Even though th e re  
was a  s l i g h t  d e c lin e  in  1932* th e  g e n e ra l  re c o rd  o f L o u is ian a  
b ask s  was among th e  b e s t  o f th e  n a tio n *  An e d i t o r i a l  appear*  
la g  i n  th e  American Banker* May 10* 1932* u nder th e  cap tio n *
3a>ia.
a Ib M «
a
"L o u isian *  i s  Proud o f  I t s  Record*” s a id  in  p a r t i 4
In  1950* o f  th e  c o u n t r y ^  1545 hank su sp en sio n s*  
t h i s  s t a t e  had b u t th r e e  * A ll were en ta il i n s t i t u t i o n s *
The fo llo w in g  y ea r*  th e  c o u n try  had 2*323 f a i l u r e s  * 
and h u t f iv e  were checked a g a in s t  L o u is ia n a , one o f 
w hich w i l l  be reopened  n e x t week* Of th e  b i l l i o n  and 
a  h a l f  d o l l a r s  In  d e p o s i ts  t i e d  up by banks c lo s in g  
in  1931* L o u is ian a  added to  th e  t o t a l  o n ly  $1*000*000*
T h is  y e a r  t o  d a te  th e re  have been  619 bank ing  
c a s u a l t ie s *  b u t one* a  #70*000 I n s t i t u t i o n *  ta k in g  
p la ce  i n  L ou isiana#
When we a re  rem inded th a t  th e re  were s t a t e s  w ith  
two and th r e e  hundred  su sp en sio n s  e a c h , in  1951* Loui­
s i a n a ^  achievem ent becomes th e  more v iv id #
As a  r e s u l t  o f th e  se v e re  c ra s h  in  1935* re s o u rc e s  
dropped t o  #507*978 ,0 0 0 ,  a  d e c lin e  of ap p ro x im a te ly  33# from  
th e  p rec e d in g  y ea r and 49# from  th e  1928 peak* The y ea r  was 
p re em in en tly  one o f  r e o rg a n is a t io n s *  m ergers and o o n so lid a*  
t io n s *  w ith  some l iq u id a t io n s #  B eg inn ing  in  1934* w ith  th e  
In c re a se  in  a g r i c u l t u r a l  p r ic e s  and the  g e n e ra l  Improvement 
in  b u s in e ss*  th e  t r e n d  o f re s o u rc e s  a g a in  tu rn e d  upward* in ­
c re a s in g  21# from  1933 to  1954* 13# from  1934 to  1935* and
21# from  1955 to  1936# In  1936* re s o u rc e s  t o t a l e d  #511*454*000* 
an amount e q u a l to  85# o f th e  1928 peak#
The t r e n d  f o r  th e  t o t a l  number o f  o p e ra t in g  banks d u rin g
th e  p e r io d  was c o n tin u o u s ly  downward* w ith  b u t two s l i g h t  ex«* 
c e p tlo n e # 5 The g r e a t e s t  r e d u c t io n  came in  th e  number o f  s t a t e  
banks# In  1923* th e re  wer^ 227 s t a t e  banks as compared w ith
4 I b ld .
"From 1933 to  1934 th e  number o f banka In c re a se d  from  
148 to  150 | from  1954 to  1935 th e re  was no change#
116 in  1956* Th& change was g ra d u a l u n t i l  th e  a b ru p t d rop  
fro s t 1938 to  1933* A lthough th e  number o f  n a t io n a l  banka h&a 
d e c lin e d  v e ry  s l i g h t ly *  th e  t o t a l  h as  been c o n s id e ra b ly  aug* 
m ented by  th e  co n v e rs io n  o f  s t a t e  bark* in to  n a t io n a l  banks 
s in c e  th e  bank ing  d i f f i c u l t i e s  o f  1933* There were 146 banks* 
b o th  s t a t e  and n a t io n a l*  In  th e  s t a t e  on December 3 1 , 1936*
She d ec re a se  in  th e  number o f  banks h as  n o t been  acoom*- 
p an led  by  a s im i la r  d ec re a se  In  t o t a l  re so u rces*  f o r  th e  aver** 
age re s o u rc e s  p e r  bank have tended  to  in c re a s e  d u r in g  m ost 
of th e  pe*io&» In  1936* th e  average  was $3*303*000* an In ­
c re a se  of 70# over th e  average o f  $8*035*000 In  1923#
The 1956 average  i s  n e t  t r u l y  r e p r e s e n ta t iv e *  however* 
because o f th e  f a c t  t h a t  th e  Hew O rleans banks a re  inc luded*
A c l a s s i f i c a t i o n  o f  a l l  banks ac c o rd in g  to  e l s e  f o r  th e  y e a rs  
1926 and 1936 I s  p re s e n te d  in  T able 2*
I t  w i l l  be n o te d  th a t  164 o f th e  banks had a s s e ts  l e s s  
th a n  $1*000*000 in  1926* w hereas th e re  were o n ly  39 in  t h i s  
c l a s s i f i c a t i o n  in  1956* or 70# and 61#* r e s p e c t iv e ly *  o f th e  
t o t a l  number o f  banks* The m oat numerous range  was from 
$200*000 to  $500*000 in  1926* and from $1*000*000 to  
$5*000*000 in  1956* A lthough th e  average re s o u rc e s  have in *
c reased *  th e re  w ere f iv e  more banks above th e  $3*000*000 s iz e
in  1926 th a n  a t  th e  end o f 1936*
In  a d d i t io n  to  th e  above g e n e ra l review * th e  t r e n d s  in
c e r t a in  s p e c i f ic  in d u s t r ie s  w hich se rv e  as  th e  c h ie f  custom ers 
o f  banks w i l l  be review ed#
Table 2
CLASS IFICATIOH OF LOUISIANA BANKS ACCORDING TO TOTAL RESOURCES
(Nunber o f  Banks)
Banks w ith  resources o f S ta te1 N ational2 T o ta l % o f  T o ta l1926 193* 1926 1936 1926 1936 1926 1936
$ 100,000 o r  le s s 13 3 0 0 13 3 5.56 2.05
100,000 to  $ 200,000 32 11 2 0 3* 11 14-53 7.54
200,000 to  500,000 63 30 8 2 71 32 30*34 21.92
500,000 to  1, 000,000 40 37 6 6 46 43 19*66 29.45
1,000,000 to  5,000,000 41 31 11 13 52 44 22.22 30.1*
5,000,000 to  10,000,000 6 1 2 4 8 5 3*42 3-43
10,000,000 to  20,000,000 2 2 2 0 4 2 1*71 1*37
20,000,000 to  50,000,000 2 1 1 2 3 3 1.28 2.05
50,000,000 and over 2 0 1 3 3 3 1.28 2-05
T o ta l 201 116 33 30 234 146 200.00 100-00
^R eports  o f  th e  S ta t e  Banks* S av in g s Banks and T ru s t  Companies i n  L o u isian a*  December 
31, X95Tl5d“l536:----------------------------------------------------------------- ----------- --------------------
2 In d iv id u a l  S ta tem e n ts  o f  C o n d itio n  o f  N a tio n a l  Banks* December 31 , 1926  end I 93&*
The a c t i v i t i e s  o f  L o u is ian a  banks# p a r t i c u l a r l y  in  r u r a l  
a r e a s ,  a re  c lo s e ly  i n t e r r e l a t e d  w ith  a g r i c u l t u r a l  o p e ra tio n s*  
Changes in  farm -com modity p r ic e s  and in  farm  Income acco u n t 
f o r  s u b s t a n t i a l  changes in  bank re so u rc e s#
Changes in  th e  income o f th e  farm  p o p u la tio n  are summarized 
f o r  p a r t i c u l a r  y e a rs  in  Table 3#
CHAI2GES
TOble 3
IN THE LOUISIANA PARK.CASH 
AND GROSS INCOME*
— tf lW B f ig -  -Qf D arU E#l__
INCOME
T ear G ross Ihcame Cash Income






^P ub lica tion  of Bureau o f A g r ic u l tu r a l  Economics#
The ^ ro ss  income la  th e  e s tim a te d  v a lu e  of th e  t o t a l  
c ro p s  grown and l iv e s to c k  produced and in c lu d e s  th e  amount 
consumed on th e  farm# The cash  income i s  an e s tim a te  of th e  
r e c e i p t s  from  th e  t o t a l  s a le s  o f farm  p ro d u c ts  and l iv e s to c k #  
From 1924 to  1933# th e  cash  income f e l l  4 and d u rin g  
th e  same p e r io d  bank re so u rc e s  d e c lin e d  43$* I t  la  n o t ln~ 
ten d ed  to  show any a b s o lu te  c o r r e la t io n #  as none e x is ts #  b u t
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r a t h e r  t o  show a  deg ree  o f s im i l a r i t y  betw een th e  two#
O ther In d ic e s  w ith  r e g a rd  to  a g r i c u l t u r a l  w e a lth  In d i­
c a te  a  g e n e ra l  d ep re ssed  c o n d itio n #  Farm la n d  and b u ild in g s  
w hich w ere v a lu ed  a t  $474,038*793 in  1980* d e c lin e d  to  
#418,191,773 In  1930, and to  #896 ,615 ,197  In  1936.® Farm com- 
m odity  p r ic e s  a re*  o f course*  an im p o rtan t f a c to r  In  i n f l u ­
en c in g  th e  t r e n d  o f fa rm -lan d  v a lu es*  Dom estic an im als de­
c l in e d  in  v a lu e  from  $83*072*876 In  1920 to  #55*460*315 in  
1950#? The v a lu e  o f  farm  m achinery  and im plem ents d u r in g  
th e  same p e r io d  in c re a s e d  from  #28*173*647 to  $52*715*010*® 
M ortgage d e b t ro s e  from  #20*491*000 to  $26*676*000*®
A nother f a c to r  which has a f f e c te d  th e  amount o f  b u s in e ss  
betw een th e  fa rm er and th e  com m ercial bank has been  th e  de­
velopm ent o f th e  numerous F e d e ra l A g r ic u l tu r a l  C re d i t  Agencies* 
The a v a i l a b i l i t y  o f lo a n s  from  th e  F e d e ra l Government o r  from 
f e d e r a l ly  sponso red  ag en c ie s  d iv e r te d  a s u b s t a n t i a l  amount o f 
b u s in e s s  from  th e  banks* I t  i s  t o  be adm itted *  however* th a t  
th e  banks have i n d i r e c t ly  fu rn is h e d  th e  funds th ro u g h  th e  
pu rch ase  o f governm ent s e c u r i t ie s #
^Bureau o f  Cepsuai l a t e r  d a ta  n o t a v a ila b le #  
7 i b i a .
8 I b id ,
9I b ld .
M anufactu rers  a re  r e g u la r  custom ers o f  banks and any Im­
p o r ta n t  changes In  th e  m an u fac tu rin g  in d u s try  w i l l  a f f e c t  th e  
scope o f  th e  b u s in e s s  o f  th e  banks and co n seq u en tly  th e  a s s e t s  
w hich th e y  hold*  T able 4 p re s e n ts  s i g n i f i c a n t  d a ta  co n cern in g  
th e  developm ent o f  m an u fac tu rin g  in  L o u is ian a  betw een 1923 and 
1933.
T able 4
CHANGES IN HANUFACTORING INDUSTRIES IN LOUISIANA*
Year Number o f E s ta b lish m e n ts
Wage E arn e rs  
(A ver, f o r  y r #) Wages
Value o f 
P roduct
1923 1*731 94*719 #83*031 #624*683
1925 1*742 88*058 79*763 710*050
1927 1*624 82*415 79*673 638*361
1929 1*939 37*345 83*867 683*037
1931 1*609 57*090 47*949 384*970
1933 1*314 55*052 35*645 312*178
^Bureau o f  C ensus.
Tbs above changes In  th e  m an u fac tu rin g  in d u s t r ie s  o f  
th e  s t a t e  a re  h ig h ly  s ig n i f ic a n t*  The number o f  e s ta b l i s h *  
m ents in c re a se d  from  1 ,781 In  1923 to  1*989 in  1929* th en  
dropped to  1*314 in  1933. T o ta l  wages p a id  d e c lin e d  from  
§83*051*000 In  1923 to  §47*949*000 in  1951* and to  §35*643*000 
in  1933. The v a lu e  o f  th e  p ro d u c ts  which reac h ed  a h ig h  o f 
§710*050*000 In  1925 d e c lin e d  to  $318*175*000 by 1933.
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I t  i s  obvious th a t  such  d e c l in e s  In  th e  number o f  e s ­
ta b lish m e n ts#  th e  t o t a l  wages p a id ,  and th e  t o t a l  v a lu e  o f 
th e  p ro d u c t produced would s e r io u s ly  c u r t a i l  th e  volume o f 
b u s in e s s  t r a n s a c te d  w ith  th e  banks# The p re s e n t program  
o f  a t t r a c t i n g  new in d u s t r ie s  in to  th e  s t a t e  th ro u g h  ta x  ex­
em ptions w i l l  no doubt speed  th e  r e v iv a l*
M erchandising
The m e rch an t| b o th  w h o le sa le r  and r e t a i l e r #  has t r a ­
d i t i o n a l l y  been one o f th e  c h ie f  custom ers o f  a  bank# Bank 
c r e d i t  i s  u s u a l ly  c o n s id e re d  as  a tem porary  lo a n  f o r  the  
purpose o f  b r id g in g  th e  gap betw een th e  p ro d u c tio n  and the  
consum ption o f goods# w ith  th e  m erchant a c t in g  a s  th e  in te r*  
xasdlafy#
M erchandising  methods in  L ou isiana#  as In  ev e ry  o th e r  
s t a te #  have undergone a tra n s fo rm a tio n  in  th e  l a s t  f i f t e e n  
y ea rs#  W ith th e  developm ent o f th e  au tom obile and th e  con­
s t r u c t io n  o f  h a rd -s u rfa c e d  roads#  th e  shopping  t r e n d  has been 
away from th e  lo c a l  com m unities tow ard th e  la rg e r  c i t i e s #
The changed in v e n to ry  methods which developed  In  th e  ,fhand- 
to -m outh  b u y in g * e r a  r e s u l t e d  in  sm a lle r  in v e n to r ie s  and in ­
c re a se d  tu rn o v er#  The growth o f ch a in  s to r e s  caused  f u r th e r  
changes in  m erchand ising  methods# S p e c ia l f in a n c e  houses 
f o r  th e  purpose of f in a n c in g  m erchants have a ls o  come in to  
e x is te n c e #  As a r e s u l t  o f  th e  above changes# as w e ll  as th e  
g e n e ra l  c u r ta ilm e n t o f buying  because of th e  d e p re s s io n , th e
m o u n t o f  b u s in e s s  t r a n s a c te d  by th e  banks f o r  th e  m erchant 
has boon g r e a t ly  reduced*
Changes o c c u rr in g  in  w h o lesa le  and r e t a i l  tr a d e  in  
s p e c i f i c  y e a rs  a re  p re s e n te d  in  Table 5# Comparable d a te  fo r  
e a r l i e r  y e a rs  a re  n o t a v a ila b le *
T able 5
CHANGES IN WHOLESALE AND RETAIL TRADE IN LOOISIAHA1
1989, 1933, and 1933 
(D o lla r  Awounta In  Thouaanda)
W holesale f t e t a l i
T ea r Uumber o f  
E s ta b lish m e n t a Net S a le s
Mum W o ?  1 ,n
Establiehm onfcs Ifet S a le s
1929 1 ,729 $836,197 23,288 $476,643
1933 2 ,097 455,321 82 ,239 264,123
1935 2 ,1 3 1 580,260 83,147 341,854
*Bareaa 0f  CenguaT
The In c re a se  in  th e  number o f  w ho lesa le  houses i s  oppos- 
s i t e  th e  tre n d  f o r  th e  U n ited  S ta te s*  S a le s ,  how ever, dropped 
from  $836,197 ,000  in  1929 to  $455 ,321,000 in  1933, a d e c lin e  
o f  45*6£* R e ta i l  s a le s  d e c lin e d  from $476,643,000 to  
$ 2 6 4 ,1 2 3 ,0 0 0 , a drop o f 44*65?* Prom 1933 to  1935, w h o lesa le  
s a le s  ro se  27# and r e t a i l  s a le s  ro se  29#*
The re d u c t io n  In  th e  amount o f  b u s in e ss  t r a n s a c te d  by 
m erchants r e s u l t e d  in  sm a lle r  d e p o s its  and few er loans*  The 
r e c e n t  u p tu rn  shou ld  have a s t im u la t in g  e f f e c t  p ro v id ed  banks 
can  s u c c e s s fu l ly  compete w ith  th e  s p e c ia l i s e d  f in a n c e  in f ltl~  
tu t i o n s  which have developed*
M affi& fi aa£ HLnis g
A f o u r th  group o f  custom ers of banks would In c lu d e  th o ee  
engaged i n  suoh e x t r a c t iv e  I n d u s t r ie s  ae lum bering  and m ining# 
Xn th e  l a s t  two decades th e  p ro d u c tio n  o f lum ber has 
s u f f e re d  a p r e c ip i to u s  d e c lin e *  Xn T able 0* th e  p ro d u c tio n  
in  m i l l io n s  o f  b o ard  f e e t  i s  g iven  f o r  r e p r e s e n ta t iv e  y ea rs#
T able 6 *
p ro d u c tio n  o f lumber m  L o u is ia n a1,
(M illio n s  of Board F ee t)
T ear P ro d u c tio n T ear P ro d u c tio n
1919 5,164 1952 667
1929 2 ,252 1935 856
1951 949 1934 775
eau  o f Census#
The ex tre m e ly  h ig h  p ro d u c tio n  in  1919 was due In  p a r t  
t o  th e  w ar-tim e demand and consequen t h ig h  p r ic e s *  From 
1919 to  1989, p ro d u c tio n  f e l l  from  3 ,164 m i l l io n  board  f e e t  
to  2 ,2 5 2  m i l l io n  b o ard  f e e t ,  a  d e c lin e  o f 30## But the  
g r e a t e s t  d e c l in e ,  75# , came from  1929 to  1938# Since th en  
th e re  has been  a s l i g h t  in c re a se #
The c u r ta i lm e n t in  p ro d u c tio n  was undoub ted ly  due to  
b o th  th e  d e c lin e  In  th e  p r ic e  o f lum ber and to  th e  d e p le t io n  
o f th e  su p p ly  o f  a v a i la b le  tim ber#  The r e c e n t  In c re a se  in  
th e  p r ic e  o f  lumber p ro d u c ts , th e  co n tin u ed  expansion  o f  th e  
r e f o r e s t a t i o n  p r o j e c t s ,  and th e  developm ent o f  th e  pap er In* 
d u s try  In  th e  s t a t e  shou ld  a id  In  th e  r e h a b i l i t a t i o n  o f th e  
lum ber In d u stry #
IV
The v a lu e  o f m in e ra ls  p roduced  In  th e  s t a t e  has n o t f o l ­
lowed th e  t r e n d  en c o u n te red  In  th e  I n d u s t r ie s  a lre a d y  viewed# 
t o t a l  v a lu e  o f th e  p ro d u c t ro s e  from  $69 ,810 ,000  In  1928 to  
$ 8 6 ,811 ,000  in  1964# th e  In c re a s e  came abou t la r g e ly  a s  a  
r e s u l t  o f  in c re a s e s  In  th e  p ro d u c tio n  o f su lp h u r and p e tro *  
le u n  and n a tu r a l  gas# Subsequent developm ents in  th e  o i l  and 
gas a re a s  o f f e r  p o s s i b i l i t i e s  t h a t  th e  s t a t e  may become one 
o f  th e  le a d in g  p ro d u ce rs  o f  th e  n a tio n #
Summary
The changes Which o ccu rred  in  bank re s o u rc e s  fo llo w ed  
c lo s e ly  th e  g e n e ra l  c y c l i c a l  tre n d  o f  b u s in e ss  d u rin g  th e  
p e rio d #  Zt i s ,  o f  c o u rs e , in c o r r e c t  to  assume e i t h e r  th a t  
f a u l t y  bank management i s  r e s p o n s ib le  f o r  unsound b u s in e s s ,  
o r t h a t  ad v e rse  b u s in e s s  c o n d it io n s  a re  re s p o n s ib le  f o r  a l l  
bank ing  d i f f i c u l t i e s #  The b u s in e s s  c y c le  i s  th e  p ro d u c t o f  
many i n t e r - r e l a t e d  f o r c e s ,  and a f f e c t s  p r a c t i c a l l y  a l l  phases 
o f  b u s in e s s  a c t iv i ty #
CHAPTER I I I
SOURCE OF FUNDS
S ince  a  bank o u s t  a t  a l l  tim es m a in ta in  th e  degree  o f 
l i q u i d i t y  n e c e s s a ry  t o  m eet i t s  o b l ig a t io n s ,  th e  so u rce s  o f 
i t s  Bunds sh o u ld  d e term in e  I t s  in v estm en t p o lic y *  Xn an a ly s*  
in g  th e  t r e n d s  in  L o u is ian a  b an k in g , th e r e f o r e ,  the  p ro p er 
method o f  app roach  w i l l  be to  c o n s id e r  th e  so u rce s  o f  funds*
D ep o sits
The f a c t  t h a t  d e p o s its  c o n s t i tu t e  th e  p r in c ip a l  p o r t io n  
o f  th e  l i a b i l i t i e s  o f a  bank and co n seq u en tly  se rv e  as th e  
e h l e f  so u rce  o f fu n d s , i s  c l e a r ly  I l l u s t r a t e d  In  Table 7*
T able 7 
DISTRIBUTION OF STATE BANKS 
AS TO THE PERCESTAGE OP TOTAL DEPOSITS TO TOTAL LIABILITIES1
p ercen tag e  ox^  
T o ta l  D ep o sits  to  
T o ta l  L i a b i l i t i e s
Number o f  
Banks T o ta l  No* o f  BanksID<*io 0 *00
48.X -  80 1 *86
5 0 .1  -  88 0 *00
6S.X -  60 1 <06
60.X -  68 2 1*73
66.X -  70 5 2*69
70.X -  78 5 6*17
7 8 .1  •  80 16 13*79
80*1 •» OS 35 28*45
85*1 -  90 59 33*62
90*1 * 95 IS 12*93
T o ta l 115 100*00
,  *«$£«#.&  ° £  |£& g> g a a teu  fisy te g s  J g j j s *  as&  3 » a a £  e g -p a n ie s  in  th e  S ta te  o f  Louis la n ft« I923~1936*
1 9
Cm hundred  th r e e  o f  th e  l i e  banks have d e p o s i ts  ra n g ­
in g  betw een 78# and 88# o f t h e i r  t o t a l  l i a b i l i t i e s *  F i f t e e n  
f a l l  I n  th e  9 0 -9S# group* and on ly  one bank f a l l s  below SO#* 
The n o d a l ran g e  I s  86-90#*
T able 8
DEPOSITS A3 A PERCENTAGE OF TOTAL LIABILITIES 
____________________ 1988-1986__________
l i m i a i a n a ^ ' ^ibu lsiana^ .......... Country &mfe©r
T ea r s t a t e R a tio n a l L o u is ian a B anks, F*R*S*
Banks Banks _..  Banks TJ#S*A*
1933 61*93 77*15 80*83 79*81
1924 83*02 80*83 84*40 81*21
1925 83*27 78*24 82*37 81*81
1926 79*97 75*99 79*02 31*61
1927 30*93 80*69 80*93 82*43
1923 80 .16 79*30 79*99 81*50
1929 79*73 78*81 78 .38 76 .60
1930 35*34 79 .10 32*50 76*51
1931 77*61 77*16 77*33 77*69
1932 77*84 76*89 77*63 76*48
1933 76*93 84*97 82*46 / 2 * n
1954 32*11 87*92 05*32 32*20
1935 33*63 90*96_ 88*73 80.19*
87*98®1936 36*99 92*2 * 90*53
^R eports o f  th e  S ta te  Banka.  Savings Banks and T ru s t Com­
p a n ie s  In  th e  ITTate o f  L o u is ia n a . 1983-1986* —— —
^ Annual R eport o f  C om ptro ller o f th e  C u rren cy . 1983-1938*
"A nnual R eport o f F e d e ra l R eserve B oard . 1988-1988*
A b s t r a c t  o f  R eports SL  C o n d itio n  o f N a tio n a l Banks* 
F eb ruary  1 5 , 1957*
f e d e r a l  Reserve B u l l e t i n e M arch, 1937*
Table 3 ehowe th e  tre n d  of th e  p e rcen tag e  o f deposit®  to  
re s o u rc e s  o f L o u la lan a  banks and co u n try  member banks o f th e  
F e d e ra l R eserve System* An a n a ly s is  r e v e a ls  a t  l e a s t  two 
I n t e r e s t i n g  f a c ts *  F i r s t ,  r e g a rd le s s  o f  th e  s ta g e  of th e  
b u s in e s s  c y c le ,  th e re  were no m ajor f lu c tu a t io n s  in  any group*
The lew  f o r  th e  s t a t e  banka was 76*93$, In  1933, and th e  
h ig h  was 86*99$, i n  1936* For th e  n a t io n a l  banka th e  low 
was 76*89$, in  1936, and th e  h ig h  was 98*20$, In  1936* For 
th e  c o u n try  member banka o f  th e  F e d e ra l R eserve System th e  
low was 76*45$, in  1956 and th e  h ig h  was 87*68$, in  1936#
I t  w i l l  be n o t ic e d  t h a t  in  a l l  th r e e  groups th e  peak o f  th e  
p e r io d  was 1936# In  th e  second p la c e ,  th e re  was a h ig h  da* 
g ree  o f  c o r r e l a t io n  th ro u g h o u t th e  p e r io d  betw een the  Lou1s i -  
ana banks and a l l  co u n try  member banks o f th e  F e d e ra l R eserve 
System* The g r e a t e s t  d iv e rg en ce  was 5*79$, in  1930, and th e  
l e a s t  was *36$, in  1931* The average d iv e rg en ce  over t h i s  
p e r io d  was 6*38$, and th e  r e p r e s e n ta t iv e n e s s  o f  t h i s  average 
th ro u g h o u t th e  co u n try  i s  in d ic a te d  by the  f a c t  th a t  a  s ta n ­
d a rd  d e v ia t io n  o f  o n ly  1*398$ occurred#
The above ta b le s  and f ig u r e s  em phasise th ro u g h  I l l u s t r a ­
t io n  th e  im portance a t  a l l  tim es and in  a l l  a re a s  o f  d e p o s i ts  
a s  a so u rce  o f funds to  com m ercial banks*
Bank d e p o s i ts  in  L o u is ian a  ex p e rien ced  a phenomenal 
growth during th e  World War p erio d #  From 1913 to  1923, th e y  
increased from $122 ,768 ,000  to  $433 ,797 ,000 , an In c re a se  o f  
ab o u t 253$#* D uring th e  p e r io d  under s tu d y , how ever, th ey  
d id  n o t in c re a s e  t o  th e  same e x te n t  as  th e y  d id  in  many 
o th e r  s e c t io n s  o f  th e  coun try#  In  1923, t o t a l  d e p o s its  o f  
a l l  L o u is ian a  banks amounted t o  $435 ,797,000 (T ab le 9)«
^T w en tie th  B ie n n ia l R eport of  th e  S ta te  Banking Com’ 
ff lla s lo n e r* p» 48#
By 1988, th e y  had reac h ed  a t o t a l  o f  #480*6X6*000* an expan*- 
siem  o f  # 4 6 ,7 1 9 ,0 0 0 , o r  about 11#* D uring ap p ro x im ate ly  th e  
same p e r io d ,  th e  t o t a l  d e p o s i ts  o f  a l l  th e  banka In  th e  tfn ite d  
S ta te s  expanded abou t 53#* The la g  In  L o u is ian a  i s  p ro b ab ly  
due in  p a r t  to  th e  g e n e ra l  c o n d itio n  o f  a g r ic u l tu r e  In  th e  
s t a t e  d u r in g  th e  p e r io d  and a l s o  to  th e  f a c t  t h a t  d e p o s its  
a r i s i n g  from s e c u r i ty  lo a n s  wore n o t a s  p re v a le n t as in  o th e r  
s e c tio n s *  B eginning  in  1988, th e re  was a s te a d y  d e c lin e  u n t i l  
1953 , when a g a in  th e  t r e n d  s t a r t e d  upward*
Table 9
DEPOSITS IN LOUISIANA BANKS 
(1923-1936)
T sa r S ta te 1 n a tio n a l® T o ta l
19E3 $330,637 $103,160 $433,797
1984 341,719 103,666 446,384
1986 378,480 113,649 486,969
1986 346,999 108,878 488,877
1987 358,180 110,090 468,210
1988 363,078 117,444 480,616
1989 381,930 113,618 466,448
1930 388,178 104,783 438,986
1931 eee ,0 4 8 99 ,171 366,813
1932 866,384 89,433 386,767
1933 74,326 179,660 863,976
1934 69,918 230,788 320,670
1936 107,848 867 ,395- 374,643
1936 138,337 327,763® 463,100
of the State Saaks, 3avlftgB pffijsg SDiSi 
p an lea  In  th e  S ta te  o r L o u is Ia n s« 1983-1936*
2Animal R eport o f  th e  C o m p tro lle r of th e  C urrency , 1983
1935*
8A b a trac t o f  R eporta o f C on d itio n  o f  N a tio n a l Banks * 
F eb ru ary  1 5 ,’TtfW *
Some of th e  g e n e ra l f a c to r s  which were re s p o n s ib le  f o r
28
th e  changes In  d e p o s its  have been d isc u s se d  in  th e  s e c t io n  on 
re so u rc e s*
The trem endous d e c lin e  In  th e  d e p o s i ts  o f s t a t e  bonks 
from  1952 to  1935 end th e  In c re a se  in  th e  d e p o s its  o f n a t io n a l  
banks a t  th e  same tim e Is  l a r g e ly  a r e f l e c t i o n  o f  th e  f a i l u r e  
o f  th r e e  la rg e  New O rleans s t a t e  b an k s ,  and th e  subsequen t r e ­
opening  o f  two o f  them as n a t io n a l  banks#
The changes in  th e  d e p o s its  of the  s t a t e  and n a t io n a l  
banks in  New O rleans a re  shown In  Table 10*
T able 10
CHANGES IN DEPOSITS 
OP STATE AND NATIONAL BANKS IN NEW ORLEANS
1932-1953
 „
„ N a tio n a l Banks1 S ta te  Banka®
Bomber  foposTEs m SE Sv— T B g& T P
1938 1 $ 4 2 ,075 7 $176,273
1933 5 126,106 8 16,005
/  2 /  $ 84 ,031 -  6 -  $169,270
*Annual R eports o f  C om ptro ller o f  th e  C urrency » 1932-1933*
^T w en tie th  B ie n n ia l R eport o f the  s t a t e  Banking Commla-  
a lo n e r *
I t  w i l l  be seen  th a t  o f  th e  In c re a se  in  n a t io n a l  bank 
d e p o s its  o f  $90 ,217 ,000  d u rin g  the  y e a r ,  $34 ,051 ,000  was In  
New O rleans banks* L ikew ise o f th e  t o t a l  d ec re ase  of 
$191 ,998 ,000  In  s t a t s  b an k s , $139,270,000 o c cu rred  in  New 
O rleans*
Since th e  c h a ra c te r  o f d e p o s it  l l a b l l l t e a  sh o u ld  d e te r*  
mine to  a  la rg e  e x te n t  th e  com position  o f a  bank 's  a s s e t s  ,  
a  c a r e f u l  a p p r a i s a l  o f  d e p o s i ts  I s  e s s e n t i a l*
Bank d e p o s i ts  may be c l a s s i f i e d  ac co rd in g  t o  ty p e s ,  do* 
pend ing  upon th e  purpose o f  th e  c l a s s i f i c a t i o n *  From th e  
s ta n d p o in t  o f  th e  l e g a l  r e l a t io n s h i p  c re a te d  between th e  bank 
and th e  d e p o s i to r ,  th e re  a re  two b read  c la s s e s *  g e n e ra l  and 
s p e c ia l*
Xn th e  case  o f  a  s p e c ia l  d e p o s i t ,  a  b a l lo r ^ b a l le e  r e la t io n *  
s h ip  i s  c r e a te d  between th e  bank and th e  d e p o s i to r ,  w h ile  f o r  
g e n e ra l  d e p o s i ts  a  d e b to r* c re d i to r  r e l a t io n s h ip  i s  e s ta b lis h e d *  
In  t h i s  s tu d y , o n ly  g e n e ra l  d e p o s its  a re  o f  Im portance s in c e  
a  bank may n o t r e  le n d  s p e c ia l  d e p o s its*
The two main k in d s  o f  g e n e ra l d e p o s i t s ,  c l a s s i f i e d  as 
t o  tim e o f p o s s ib le  w ith d raw a l, a re  demand d e p o s its  and tim e 
d e p o s its*  Demand d e p o s its  c o n s is t  p r im a r i ly  o f th e  tem porary  
s u rp lu s  funds o f  in d iv id u a ls  and o f b u s in e ss  concerns*  They 
a re  r e p le n is h e d  o u t o f  income or from lo a n s  and a re  u sed  to  
m eet c u r r e n t  e x p e n d itu re s  and f o r  tem porary  sav in g s*  Time 
d e p o s i t s ,  how ever, p re s e n t  no such s im p lic i ty *  They may 
r e p re s e n ts  (1 ) th e  more o r l e s s  perm anent accum ulation  o f 
p e rs o n a l s a v in g s , (2 )  sums te m p o ra rily  lodged  w ith  th e  bank 
pending  f u tu r e  perm anent in v e s tm e n t, o r (3) I d le  b u s in e ss  
funds n o t c u r r e n t ly  needed f o r  o p e ra tio n * ^
& B ell, G* W*,“R ecent Changes in  B an k in g ,1* The 
Economic Review* M arch, 1932, p* 189*
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The grow th In  th e  U n ited  S ta te d  in  th e  p ro p o r tio n  o f tim e 
d e p o s i ts  to  t o t a l  d e p o s i ts  has been c i t e d  a s  one o f th e  s ig ­
n i f i c a n t  r e c e n t  t r e n d s  in  hanking#® The change came ab o u t to  
a c e r t a i n  e x te n t  because  o f  a  p ro v is io n  o f th e  F e d e ra l Reserve 
Act r e q u i r in g  a  g r e a te r  l e g a l  r e s e rv e  to  be h e ld  by member 
banks o f  th e  F e d e ra l R eserve System a g a in s t  demand d e p o s its  
th a n  a g a in s t  tim e d e p o s its #  Banks In  tu r n  o f fe re d  a h ig h e r  
i n t e r e s t  r a t e  to  a t t r a c t  d e p o s its  in to  tim e accounts#  The 
r e s u l t  was perh ap s a  s h i f t  from  demand d e p o s i ts  to  s o - c a l le d  
tim e d e p o s i ts  f o r  p u rp o ses o f r e s e rv e  req u irem en ts#
S ince tim e d e p o s its  a re  le a s  a c t iv e  th a n  demand d e p o s its#  
i t  fo llo w s  t h a t  a  low er a c tu a l  w orking re s e rv e  i s  re q u ire d #  
and to  th e  e x te n t  th a t  th e y  r e p r e s e n t  t r u e  sav ings#  In  norm al 
tim es th e y  may be in v e s te d  in  l e s s  l i q u i d  a s s e ts  th an  i s  nec­
e s s a ry  f o r  demand d e p o s its#  D uring p e r io d s  o f  t r a n s i t i o n  and 
tim es o f d ep re ss io n #  however# tim e d e p o s i ts  may become as  
a c t iv e  a s  demand d e p o s its#
Table 11 shows th e  t r e n d  o f  th e  p e rcen tag e  o f tim e de­
p o s i t s  to  t o t a l  d e p o s its  f o r  a l l  L o u is ian a  banks and a l l  
c o u n try  member banks o f  th e  F e d e ra l Reserve System# In  th e  
n a t io n a l  banks# th e re  was on ly  a  em ail in c re a se  d u rin g  th e  
p e rio d #  The low was 16*03^# in  1903; th e  h ig h  was $6#78^# in  
195S| and th e  average f o r  th e  p e r io d  was 20#23$#
®See page 1#
T able IX
PERCENTAGE OP TIME DEPOSITS TO TOTAL DEPOSITS
Y ear L o u is ian a^S ta tp ^ a n k e
L o u is ian a8 
R a t i o n ^  Banka
j& i
Member B anks, 
TT*S*A* (#)
1923 29*17 16*83 44 .05
1924 29*67 17*43 46.E0
1925 29*53 17*33 48*40
1926 30*74 19*75 47.47
1927 31*18 19*73 48 .87
1920 30*60 18*97 80*08
1929 31*44 18*66 88*87
1930 35*81 22*26 68*40
1931 39*77 21*25 54 .18
1932 37*87 86*73 55.74
1933 59*46 25*94 83 .04
1934 34*44 22*61 49 ,21
1933 30*67 80*33. 46 .71
1936 25*87 18.02* 48 ,67*
. 3? |M^_ P|s^i» fjwteA  gMtat' S8& t e i  Sssrp a n l o a l B th e  s t a t e  o f  L o u is ia n a * 1925-1956*
^Annual R ep o rts  o£ th e  Cggapteolleg o f th e  (tarrenoy* 1923-
1955*
^Annual Re p o r ta  o f the. F e d e ra l R eserve B oard , 1923-1935*
♦Abat r a c t  of  R p iw rtj o f  P aa ftlU g a  S i  a c t i o n a l  Banka. 
F eb ru ary  1 5 , 1957*
^ F e d e ra l R eserve B u l l e t i n , M arch, 1957*
The p e rc e n tag e  f o r  th e  s t a t e  banks l a  h ig h e r  In  ev e ry  
y e a r  th a n  t h a t  o f  th e  n a t io n a l  banks* The s t a t e  banka have 
p ro b ab ly  s o l i c i t e d  tim e d e p o s its  more e x te n s iv e ly  th an  have 
th e  L o u is ian a  n a t io n a l  banks s in c e  no le g a l  re s e rv e  la  re-* 
q u lre d  a g a in s t  tim e d e p o s its  In  s t a t e  banks* The low was 
25*87#, In  1936; th e  h ig h  was 39*77#, In  1931; and th e  a v e r­
age f o r  th e  p e r io d  was 32*58#* I t  w i l l  be n o tic e d  th a t  th e  
p e rc e n ta g e  f o r  th e  co u n try  member banks of th e  F e d e ra l R eserve 
System rem ains f a r  above t h a t  fo r  e i t h e r  th e  L o u is ian a  s t a t e  
o r  n a t io n a l  banks* The la g  between a l l  L o u is ian a  banks and
mth «  co u n try  member banks la  la r g e ly  a  r e f l e c t i o n  o f th e  con* 
d i t i o n  in  th e  S o u th , where eavi&1$° sm a ll as compared to  
saw ings d e p o s i ts  In  th e  i n d u s t r i a l  and com m ercial c e n te r s  o f  
th e  U orth  and B ast*
Table 16
SAVINGS DEPOSITS PER INHABITANT IN LOUISIANA 










L o u is ia n a t  M $ 39 *40 #9 77 .3
S ou thern  S ta te s 87 40 *29*8 150.0
Hew E ngland 591 817 9*3 9 3 .8
M iddle A t la n t ic 435 360 3*7 148.6
E a s t C e n tra l 182 100 -4 2 .2 3 3 .3
West C e n tra l 75 45 -5 7 .1 4 .7
P a c l f le 247 213 -1 3 .5 90 .2
U n ited  S ta te s 232 179 -1 2 .3 98*9
ft fiep o sU s and BgBB&SSEfc i S  S |g |g , |B | |§ g || £gg r
  -   U n ited  S ta te s  y S r  tiie  years"  ^ ...
>2$ antT” 1*53?/^Savings M v ia  i  on , American Bankers A s s o c ia tio n , 
Hew York*
Since 1916, a s  I s  shown in  Table 12 , th e  South has made 
more r a p id  p ro g re s s  th a n  any o th e r  s e c t io n ,  b u t th e  average 
sa v in g s  p e r  in h a b i ta n t  a re  s t i l l  f a r  below th e  average fo r  
th e  U n ited  S ta te s#  T hat has been caused  to  a g re a t  e x te n t  
no doubt by th e  la rg e  te n a n t p o p u la tio n  in  th e  so u th e rn  s t a t e s  
and by th e  extrem e p o v e rty  s in c e  th e  O iv ll  War which has made i t  
im p o ss ib le  to  accum ulate a s u f f i c i e n t  su p p ly  o f c a p i t a l  fo r  
p ro d u c tiv e  purposes#
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T able 13
DISTRIBUTION OP STATE BANKS ACCORDING TO THE,PERCENTAGE 
OP TIME DEPOSITS TO TOTAL DEPOSITS*
re ro e n ta g e  o f
December* 1936
iW  Cent 0#
Time D ep o sits  t o Number o f  Banks T o ta l Number
T o ta l  D ep o s its . -......... d#.M nI f lr
0  * 5 1 .8 6
5 .1  -  10 5 4 .3 1
1 0 .1  * 15 5 4 .3 1
1 5 .1  -  20 13 11.21
2 0 .1  -  25 15 12 .93
2 5 .1  -  50 16 16*62
3 0 .1  * 55 19 16 .33
3 6 .1  * 40 16 13 *73
4 0 .1  -  45 13 11.21
4 5 .1  -  50 9 7 .7 0
5 0 .1  -  55 0 .0 0
5 5 .1  -  60 1 .3 6
6 0 .1  -  65 0 .00
6 5 .1  -  70 0 .0 0
7 0 .1  •  75 1 .6 6
T o ta l 116 100.00
*B eport»  o f  th e  S ta te  Banka, Saving?* Banka and Tjpuat! Cow- 
p an le s  in  th e  s t a t e  o f L o u is ia n a * December 9 1 / l^Be*
The d i s t r i b u t i o n  o f  s t a t e  banka in  Table 13 In  term s o f 
th e  p e rce n tag e  o f tim e d e p o s its  t o  t o t a l  d e p o s i ts  r e v e a ls  
t h a t  in  98# o f th e  banks tim e d e p o s its  c o n s t i tu t e  l e s s  th an  
50# o f t o t a l  d e p o s i t s .  E igh ty -one p e r c e n t o f  th e  banks f a l l  
In  th e  ran ee  o f from 20 to  46 p er c e n t .  One bank has le s s  
th a n  5 p e r c e n t and one has more th an  70 p er c e n t .
The im portance o f  each  type o f d e p o s it  a s  a source o f 
funds f o r  a l l  banks in  th e  s t a t e  d u rin g  th e  p e r io d  i s  shown 
In  Table 1 4 . For th e  s t a t e  b an k a , demand d e p o s its  ranged  
from  a low o f 4 4 .5 4 #  to  a h ig h  o f  65.09#* Time d e p o s its  fur-* 
n lsh e d  betw een 2 2 .50#  and 30 .87#  o f  a l l  fu n d s . For the
2 8
n a t io n a l  banka* th e  rang*  f o r  demand d e p o s i ts  was 48 .10$  to  
6 6 .2 4 $ , and f o r  tim e d e p o s its *  12 .58$  t o  8 0 .8 5 $ .
Table 14
THIS DEPOSITS AND DEMAND DEPOSITS Ad A PERCENTAGE OF TOTAL 
LIABILITIES IS  STATS AND NATIONAL BANKS IN LOUISIANA
" S R 5 —
E nding 
D ee. 31 “r w 8 * w t
N a tio n a l Ban) 
D ey ^ d  f j
1920 55 #58 80*91 62.94 12*50
1924 56 #10 24*80 66*24 14*10
1926 55 #80 24*69 63 .52 10*56
1926 52*16 85*58 60*03 15.01
1927 52*74 2 4 .1 9 65*67 16*98
1928 52*80 24*61 60*19 15*04
1929 50*06 2 6 .0 7 61*86 14*02
1900 49*12 8 9 .85 60 .14 17*60
1901 44 #54 30 .87 65.37 16.66
1902 4 5 .6 0 29*48 61 .76 20.56
1905 45.52 30*36 48 .10 20*35
1904 50*01 28.57 50 .22 19*74
190S 57.00 25*58 61*29
64*88®
18*61.
1906 60 .09 22.50 16.60®
l a s p o r ts  o f th e  S ta te  Banka. Savings, Banks aM  T ru s t Cop-
s a n ie s " i n t h e  UTEats o f !Louisiana. 1920-1936*
"A nnual R eport o f  C om ptro lle r o f  th e  C urrency a 1925-1905# 
^ A b s tra c t o f  R eporta  o f  C o n d itio n  o f R a tio n a l Bank£f
The im portance o f each  o f  th e  two ty p es o f  d e p o s its  to  
th e  In d iv id u a l a t a te  banka as a source o f  funds i s  shown in  
T able 15* N inety-tw o p e r c e n t o f  th e  banks g e t more th an  
45# o f  t h e i r  funds from  demand d e p o s its  # and 95# o f th e  banks 
g e t  l e s s  th a n  40# o f  t h e i r  funds from  tim e d e p o s its#  Xn b o th  
c a s e s  th e re  i s  a  wide d is p e r s io n • The most f re q u e n t amount 
f o r  demand d e p o s i ts  i s  53 to  30 p e r c e n t and f o r  tim e d e p o s its*  
20 to  25 p e r  cen t*
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T able 16
DISTRIBUTION OF STATE BANKS AS TO THE PERCENTAGE ,  
OF TIME DEPOSITS AND DEMAND DEPOSITS TO TOTAL LIABILITIES*
P eeeaber 31Ubb
As a  P e rc e n t­ f i r  S en t o f “f o r  Sen# o f
age o f Number T o ta l No* Number T o ta l  No#
T o ta l  D ep o s its o f Banks o f  Banks o f  Banks o f  Banks
0 - 5 5 8*59
5 - 1 0 5 4*31
10 -  15 14 18*07
15 -  80 18 15*38
8 0 - 8 5 81 18*10
85 -  SO 17 14*66
5 0 - 5 5 80 17*24
5 5 - 4 0 18 10*54 3 2*39
4 0 - 4 5 4 5*45 6 8*17
4 5 - 5 0 1 *66 20 17*24
5 0 - 5 5 1 •86 16 13*60
55 -  50 24 20*69
6 0 - 5 5 18 13*52
6 5 - 7 0 9 7*76
70 -  75 11 9*40
7 5 - 8 0 8 4*31
8 0 - 8 5 2 1*72
8 5 - 9 0 1 *86
90 -  95 1 *86
T o ta l 116 100*00 116 100*00
SSPJSA
^R eporta o f  th e  S ta te  Banks* Savings Banks and T ru s t Com* 
i  jto the* "State o f X^yqlalatna * Dec em b erliX / 1§5$*
The C om ptro ller o f th e  C urrency c l a s s i f i e s  d e p o a lta  In to  
th r e e  groups* (1 ) In d iv id u a l  ( In c lu d in g  c o rp o ra tio n )*  (2) 
banka* and (5 ) government* Such a c l a s s i f i c a t i o n  I s  o f  v a lu e  
i n  th a t  each  c la s s  may show in d iv id u a l  and p e c u l ia r  v a r ia t io n s *  
The q u e s tio n  o f  ban k ers  b a lan ce s  was o f  extrem e impor­
ta n c e  in  th e  r e c e n t  banking  o r  ash* The a ttem p ted  w ith d raw al 
o f  funds by co rre sp o n d en t banks p r e c ip i t a t e d  ru n s  in  many 
In s ta n c e s*  Xn L o u isian a  th e  c lo s in g  o f th re e  la rg e  New Or­
le a n s  banks which c a r r ie d  hundreds of accoun ts  o f sm a lle r
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banka le f t  aany of the bank* without cash N n r t i i ^
T abla 16
BANKERS'  DEPOSITS B* LOUISIANA BANKS*
1969 $58*165 11*55 $17*210 16*68
1924 44*551 15*05 17,660 17*08
1986 44*968 12*06 21*141 18*60
1986 5 9 #457 11*56 18,025 16*68
1987 48*859 11*96 20*208 18*34
1988 44,015 12*12 21*686 18.43
1989 56,545 10*59 20*266 17*83
1990 30*542 9*51 20*506 19 .38
1951 22*761 8*55 19*156 18*89
1998 24 ,2 1 8 9*09 17,796 19*91
1959 1*811 2*44 54*210 19*04
1954 2 ,297 2*54 50,978 28*09
1996 5*405 5*17 69,093
95,207*
26*08.
1956 4 ,760 5*51 89*04*
« «  0  6 M i V * l 4 W  v w #  v * I * A  A V  U  IR A A U  W I 9 Z A 4 v i  |Q  U I z 9 v l M i
and ca sh  l e t t a r s  o f  c r e d i t  and t r a v e l e r s '  oheoka o u ts tan d in g *
8n* ~ '" t a  o f tM  S ta te  Bank a . Savings Banka and T ru s t Can- 
ia te  d n E o u la lg a a . ISSI-TflSiffr -----
^^nffual Hgjgorte S i 322. S S B ta M f T  3 l  & £  C urrency . 1683-
Iw O i
P e Rf>J?9t’t B —  C o n d itio n  o f  ■ a tl.o aa l Banka.
Table 16 shows th e  tr e n d  o f th e  d e p o s its  o f  o th e r  banka 
d u rin g  th e  p erio d *  The p ercen tag e  o f bank d e p o s i ts  to  t o t a l  
d e p o s its  was g r e a te r  f o r  th e  n a t io n a l  th an  f o r  th e  s t a t e  
banks in  ev e ry  y ea r*  A lthough c e r t a in  ite m s6 a re  in c lu d ed  in
k *SSBaSSgto M fflR fr*  H egort o f  t ^  StajSa Banking O m M *  
s l o n e r . p .  xv*
®See fo o tn o te  1 # Table 16*
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th e  n a t io n a l  bank t o t a l s  w hich a re  n o t  in c lu d e d  f m  th e  s t a t e  
b a n k s , t h i s  d i f f e re n c e  i s  n o t  enough to  aooount f o r  tb s  v a r i ­
a t io n s  In  th e  p erce n tag es*  There ap p ea rs  to  be a  s l i g h t  e y -  
e I l e a l  t r e n d  f o r  th e  s t a t e  banks b u t none f o r  th e  n a t io n a l  
banks* Of th e  t o t a l  d e c lin e  in  th e  s t a t e  banks o f  over 62 
m i l l io n  d o l l a r s  from  1938 to  1933* o ver 81 m i l l io n  o ccu rred  
in  Hew O rleans*  A lso e ig h ty  m i l l io n  o f th e  93 m i l l io n  d o l*  
l a r s  h e ld  by n a t io n a l  banks in  L o u isian a  on December 31* 1936* 
was h e ld  by Hew O rleans banks*
A nother c l a s s i f i c a t i o n  of d e p o s i ts  m ight be made by th e  
in d iv id u a l  b an k e rs  w ith  r e g a rd  to  th e  s iz e  o f th e  d e p o s it*  
and th e  in d u s try *  b u s in e ss*  o r o ccu p a tio n  o f  th e  deposito r*®
I f  th e  b u lk  o f  th e  d e p o s i ts  o f  a bank a re  c o n c e n tra te d  in  a  
few la rg e  acooun ts*  th e  sudden w ithdraw al o f th e se  d e p o s its  „ 
would Je o p a rd ise  th e  l iq u id  p o s i t io n  o f th e  bank* A l a r g e r  
number o f  sm a ll acco u n ts  would g iv e  a g r e a te r  d eg ree  o f c e r ­
t a i n t y  th ro u g h  d iv e r s i f i c a t i o n  b u t m ight be l e s s  p ro f i ta b le *
The n a tu re  o f  th e  b u s in e s s  o f th e  custom ers i s  o f  Im portance 
i n  t h a t  c e r t a in  b u s in e s s e s  a re  s u b je c t  to  marked se a so n a l 
v a r ia t io n s *  and th e  a c t i v i t y  o f  th e  accoun ts  w i l l  v a ry  acco rd ­
in g ly *
Bank d e p o s its  may be f u r th e r  c l a s s i f i e d  acco rd in g  to  t h e i r  
o r ig in  in to  p rim ary  and d e r iv a t iv e  d e p o s its*  "A p rim ary  de­
p o s i t  may be d e f in e d  a s  one th a t  a r i s e s  from  th e  a c tu a l  lo d g ­
ment in  a bank o f  cash  or i t s  r e a d i ly  c o n v e r t ib le  e q u iv a le n t*
®Bell* 0£« o l t *# p* 189*
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su ch  a s  checks and d r a f t s  drawn on o th e r  banks* b u t  n o t mad© 
i n  a n t i c i p a t io n  o f  th e  repaym ent o f  a  lo a n * 11?  "By a d e riv e *  
tiv©  d e p o s i t  i s  meant cm© w hich a r i s e s  d i r e o t l y  from  a lo a n  
o r  w hich i s  accum ulated  by a  borrow er in  a n t i c ip a t io n  o f th e  
repaym ent o f a  lo an # "8 I t  l a  o r d in a r i ly  assumed th a t  p rim ary  
d e p o s i ts  a re  r e l a t i v e l y  s ta b le *  and t h a t  th e  g r e a te s t  f lu c tu a ­
t io n s  occur in  th e  d e r iv a t iv e  d e p o s i t s * s in c e  peop le  do n o t 
borrow  money to  l e t  i t  rem ain  id l e  in  th e  bank* T his may be 
p a r t i a l l y  tru e *  b u t p rim ary  d e p o s i ts  o f  th e  com m ercial bank 
a l s o  f lu c tu a te  to  some e x te n t*  th e y  a re  In flu e n c e d  n o t on ly  
by th e  e x p o r ta t io n  and Im p o rta tio n  o f  gold* and th e  in c re a s e  
and d e c re a se  i n  th e  su p p ly  o f  cu rren c y  as a r e s u l t  o f open- 
m arket o p e ra tio n s*  b u t th e y  a re  a l s o  in e x t r i c a b ly  bound to ­
g e th e r  w ith  d e r iv a t iv e  d e p o s its *  The d e r iv a t iv e  d e p o s its  o f 
one bank become p rim ary  d e p o s its  f o r  an o th er*  and th e  accumu­
l a t i o n  o f fu n d s  by a  borrow er in  o rd e r to  rep ay  a loan* even 
though  c o n s id e re d  as a  d e r iv a t iv e  d e p o s it  t o  th e  le n d in g  bank* 
may have caused  a  d ec rease  in  th e  p rim ary  d e p o s its  o f  an o th e r 
bank* Furtherm ore* a s  in  th e  case  o f  sa v in g s  d e p o s its*  a 
la c k  o f p u b lic  co n fid en ce  in  th e  banking system  may r e s u l t  in  
heavy w ith d raw als  o f  p rim ary  d e p o s its*  The re l ia n c e *  th e re fo r e  * 
upon th e  adequacy o f a  r e l a t i v e l y  low w orking r e s e rv e  f o r  p r i ­
mary d e p o s i ts  may n o t alw ays be d e s ira b le *  Xn the  case  o f
C * A* f




th e  d e r iv a t iv e  d e p o s i t ,  th e re  I s  some ev idence  o f Indeb ted*  
n e s s  w hich u s u a l ly  may be u sed  as c o l l a t e r a l  f o r  a  lo a n , b u t 
In  th e  e a se  of th e  p rim ary  d e p o s i t  th e  bank has no such r e ­
c o u r s e ,  u n le s s  i t s  g e n e ra l  a s s e t s  p o sse ss  a h ig h  d eg ree  of 
l iq u id i ty *
I t  I s  re c o g n is e d , o f  c o u rs e , t h a t  no f ix e d  and f a s t  r u le s  
can  be adop ted  w ith  r e g a rd  to  th e  above c l a s s i f i c a t i o n s *  Even 
i f  I t  were p o s s ib le  to  c l a s s i f y  a c c u ra te ly  a l l  d e p o s i t s ,  th e  
b e h a v io r  o f  th e s e  d e p o s i ts  would v a ry  from  time to  tim e depend* 
Ing  upon th e  g e n e ra l  and lo c a l  c o n d itio n s  a f f e c t in g  the  bank 
and i t s  d e p o s ito rs *  Such a  c l a s s i f i c a t i o n ,  how ever, sh o u ld  
prove b e n e f i c i a l  i n  p la n n in g  th e  p o r t fo l io *
g e t Worth
Second in  im portance as a source o f th e  funds re c e iv e d  
by a bank i s  th e  amount r e p r e s e n t in g  th e  s to c k h o ld e r s 1 eq u ity *  
The e q u i ty  c o n s is ts  o f  funds o r ig in a l ly  c o n tr ib u te d  by the  
s u b s c r ib in g  s to c k h o ld e rs  and a d d i t io n s  made to  th e  fund from  
ea rn in g s*  The n o t w orth  o f a l l  L o u is ian a  banks ro se  from 
$55 ,045 ,000  in  1923 to  $63 ,400,000 in  1929, an in c re a se  Of 
abou t 19#* From 1923 to  1928, th e  p e r io d  d u rin g  which de~ 
p o s i t s  in c re a se d  11# , n e t  w orth  In c re a sed  s l i g h t l y  more th an  
15#* A fte r  1929 th e  t r e n d  tu rn e d  downward u n t i l  1934 when 
I t  a g a in  s t a r t e d  upward*
Table IT
CHANGES m  NET WORTH OP ALL LOUISIANA BAMS
1983-1930
Doceatoar a t Banka Batiks T o ta l
1928 #39.586 #18,460 #85,046
1924 41 ,241 18,102 56,543
1926 4 5 ,101 18,765 68,864
1926 48,779 16,974 69,768
1987 44,878 18 ,998 60,876
1928 46,424 17 ,050 63,474
1929 47 ,810 17,890 68,400
1950 46,138 17,280 63,388 .
1951 44 ,648 16 ,195 60,843
1952 43,778 14 #432 82,228
1935 16,748 20,837 37 ,688
1954 18,458 22,640 41 ,107
1958 19,918 2 4 ,0 7 7 . 43 ,998
1956 19,279 25,174® 44,485
*R ep arts  o f  S ta te  B n k s . 'sravinKS Banka""and T ru s t Com-
p a n le s T n"t35e H § 1 T H  ----------------------
^Annual R eports o f th e  C om ptro ller o f the  C urrency ,
1 9 2 3 -1 5 8 5 7 ^
5A b s tra c t o f  R eports o f  C o n d itio n  o f N a tio n a l Banks,
^ b r u srv ’T g ,  T<m . --------------------------------fc-----------42------------#
Not v o r th  a t  no tim e accounted  fo r  any g re a t  p ro p o r tio n  
o f th e  l i a b i l i t i e s  o f L o u is ian a  ban k s; I t  f lu c tu a te d  between 
th e  low o f  8#69^ in  1936 and th e  h ig h  o f IS #95$ In  1931« The 
In c re a se  In  th e  n e t  w orth  o f the  s t a t e  banks from 18*79# o f 
t o t a l  l i a b i l i t i e s  In  193S t o  17#34# In  1933, and th e  d ec rease  
In  th e  n a t io n a l  banks in  th e  same p e r io d  from 12 #45# to  9«S6# 
i s  a re f le c tio n  o f th e  f a i l u r e  o f th re e  la rg e  New O rleans 
s t a t e  banks and th e  subsequen t re -o p e n in g  o f two o f th e  form er 
s t a t e  banks as n a t io n a l  banks# From 1923 th rough  1930# th e  
r a t i o  was s l i g h t l y  h ig h e r  f o r  th e  n a t io n a l  banks# But
33
b e g in n in g  i n  1951 # even b e fo re  th e  Hew O rleans s w itc h , th e  
r a t i o  f o r  th e  a t a t e  banks went above t h a t  o f  th e  n a t io n a l  
banka#
T able Id  
NET WORTH AS A PERCENTAGE OF 
TOTAL LIABILITIES OF ALL LOUISIANA BANKS
Y ear L o u is ia n a  , to u is ia n a  1A A ll Louis la n eS ta te  Banks* N a tio n a l Banks* Banks
1983 9 #81 11*56 10*25
1984 10*01 11.77 10.44
1925 9 #62 10 .36 9 .94
1926 10*08 11 .15 10.36
1987 10.18 11.72 10 .63
1928 10 #24 11 .51 10 .56
1989 1 0 .7 6 12.10 11 .01
1930 11.70 13.02 12 .05
1931 15.01 12 .73 12 .95
1932 12 .79 12 .42
1933 17 .34 9 .3 5
1934 16 .85 8 .5 7 11.00
1935 15 .55 8 .1 9 10*43
1936 12 .38 7 .07* 3 .6 9
^R eports o f  th e  s t a t e  Banka# SavlnrjB Banka ana T ru s t Cow* 
pan lesH fo  th e  H a V T o f  l ^ l s l a n f  *
^Annual R eport o f  th e  C om ptro lle r fif th e  Currency* 1923*
1956#
SAS«tT^ct o f Rggorta o f C o n d itio n  o f national ganjsg., 
F eb ru ary  ao.  x9o7*
From th e  d la t r l b u t io n  o f s t a t e  banks as to  th e  p e rce n tag e  
o f  n e t  w orth  t o  t o t a l  l i a b i l i t i e s .  i t  appears th a t  103 o f the 
116 s t a t e  banks f a l l  In  th e  S% t o  25# g ro u p , w h ile  on ly  one 
was above 50#. The most f re q u e n t range was 10# to  16^ (T able 
1 9 ) .
86
oxam sotxas op auum basks
----- Potoateat JW 1688 ----------
so T S ^ th  to  Mo. Sartor
o f flfffMf
For Cent of 
to ta l KUnfbor
of Danko
0 -  t 0 •00
8 •  10 88 10#8S
10 •  i s 48 87*07
1 8 -8 0 89 88*88
80 •  SB 18 10*88
8 8 -8 0 6 5.17
9 0 - 9 8 1 •88
86 — 80 8 1.7S
8 0 -4 8 1 •88
8 8 -8 0 0 •00
8 0 -8 6 1 •88
to ta l 118 100*00
Truafe Co—
*"1888*
Slaw the otoottw ldar'a equity In any corporation serves 
i l  i  M am  of protaotloo to  ttie creditors* i t  follows that 
the w ln ttn am i of on afloquote cap ita l structure la ano of 
the requ isites fo r tho preservation of sound banking* as 
tho depositors oro the chief creditors* tho ra tio  of to ta l 
deposits to  not worth la  usually considered to he tho hoot 
lades of tho responsibility  of a bonk to  I ta  depositors* 
Other things reaetnlng tho saw* tho aw ater/^ropartian of
mbank ing  funds s u p p lie d  by th e  owners * th e  g r e a te r  th e  p ro te c ­
t i o n  t o  th e  d e p o s ito r*  On th e  o th e r  hand* th e  g r e a te r  th e  
r a t i o  o f  d e p o s i ts  t o  n e t  w orth* th e  g r e a te r  th e  p o s s i b i l i t i e s  
f o r  in c re a s e d  e a rn in g s  and co n seq u en tly  th e  g r e a te r  r e tu r n  
t o  th e  s to c k h o ld e r#  The e x te n t  to  w hich any bank may s a f e ly  
" tr a d e  on e q u i ty ” depends upon th e  n a tu re  o f  i t s  d e p o s its  
and in v e s tm e n ts  and a l s o  th e  s t a t e  o f  th e  b u s in e ss  cyc le*  
P r o f i ta b le  b u s in e s s  d u rin g  a p e r io d  o f p r o s p e r i ty  m y  be 
fo llo w e d  by se v e re  lo s s e s  d u rin g  a  re c e s s io n *  which w i l l  d ig  
d eep ly  into the  n e t  w orth  account*  C o n serv a tiv e  banking p ra c ­
t i c e  would r e q u i r e  th a t  c a p i t a l  funds be In c re a sed  in  p ro p o r­
t i o n  to  d e p o s it  l i a b i l i t i e s *  A lthough th e re  i s  a wide d i f f e r ­
ence o f o p in io n  a s  to  th e  d e s i r a b le  s tan d ard *  and no a r b i t r a r y  
s ta n d a rd  would be s u i t a b le  f o r  a l l  banks* th e  w ell-know n 10 
t o  1 r a t i o  i s  o r d in a r i ly  accep ted  fo r  purposes o f  a n a ly s is #
The F e d e ra l D ep o sit In su rance  C o rp o ra tio n  has adopted  th e  
p r in c ip le #  in  a d m ittin g  banks to  in su ran ce  and in  r e b u i ld ­
in g  th e  c a p i t a l  s t r u c tu r e #  t h a t  th e  d e p o s its  of a  bank should 
n o t  be g r e a te r  th an  te n  t i m e  th e  b an k ’s n e t  sound c a p ita l* ®
T able 20 shows th e  tre n d s  in  th e  r a t i o  o f  t o t a l  d e p o s its  
t o  n e t  w orth  f o r  a l l  L o u is ian a  s t a t e  banks# a l l  L ou isiana  
n a t io n a l  banks* and a l l  co u n try  member banks o f the  F ed e ra l Reserve 
System# Both groups o f  L o u isian a  banks appear to  " tra d e  on 
th e  e q u i ty ” more h e a v ily  than  do th e  co u n try  member banks of 
th e  F e d e ra l R eserve System# The d e c lin e  in  th e  r a t i o  f o r  th e  
s t a t e  banks from 1923 to  1929 la  ex p la in e d  by the  f a c t  t h a t
pR eoort sL  F e d e ra l D ep o sit In su ran ce  C o rp o ra tio n # 1935#p*28#
n e t  w o rth  was In c re a s in g  mors r a p id ly  th an  d e p o s its*  The 
d s o l ln a  In  d e p o s i ts  b e g in n in g  in  1929 e x p la in s  th e  downward 
t r e n d  u n t i l  1958* The a b ru p t change from  1938 to  1933 f o r  
th e  two groups i s  a g a in  a  r e f l e c t i o n  o f th e  f a i l u r e  o f  th re e
Hew O rleans s t a t e  banks and th e  l a t e r  re -o p e n in g  o f  two as
n a t io n a l  banks* Inasmuch as  th e re  has been  v e ry  l i t t l e  
change in  t o t a l  c a p i t a l  s to c k ,  as  ex p re sse d  in  d o l la r s  in
th e  p a s t  two y e a r s ,  th e  change in  th e  r a t i o  was due to  th e
in c re a s e  In  d e p o s its*
Table 20
PERCENTAGE OP TOTAL DEPOSITS TO NET WORTH
Year
im u is ta n a  
S ta te  Banks*
. . . . L A  _
L o u is ian a  
n a t io n a l  Banks® 
_  (*>
A ll  Country Member 
Banks, TUS**
..-T- -... ,, , Am ___ r........T1T
1928 834 667 399
1924 829 686 620
1928 865 780 650
1926 793 682 686
1927 800 688 638
1928 783 669 628
1929 741 654 531
1930 718 607 467“ W I
1931 596 612 520
1952 609 618 510
1953 443 862 557
1934 487 1019 613
1955 538 1111. 649w
1936 703 1302* 718®
,  jS& 3 tB te  B gska, S a v in a  Banka gad  Tpugt Cog-
p a n i c s i p  th e  s t a t e  o f  L o u la la p s* 1923-1936*
gAnnual SBJ2SES. S t SSS. PJM&XS&M, S t  & &  C urrency , 1983-
1936*
gAnnual R eport o f  th e  F e d e ra l Reserve B oard* 1923-1935*
4A batrac t  Of  B cporta  o f Cw adU lcga g £  H a t to n a  Banka, 
F eb ru ary  1 5 , 19” *
^ F ed e ra l R eserve b u l l e t i n * March, 1937*
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Table 31
DISTRJBtJTIGN OF STATE BANKS 
AS TO THE PERCENTAGE OF TOTAL DEPOSITS TO NET WORTH*
1936
S T “ — —     111..r'111 ll“ rlrlr% y ' raggg!giirT]jjjjnT
Number o f  Dantes T o ta l  Number
;age
T o ta l  D ep o sits
0 mm 150 0 *00
150 « • 200 3 2*59
200 m 250 2 1*78
250 m 300 6 4*31
300 mm 390 4 3*45
350 ** 400 8 6*90
400 mm 450 4 3*46
450 m 500 13 11*81
500 m 550 8 6*90
550 • 600 7 6*03
600 m 660 15 12*93
650 mm 700 5 4*31
700 mm 750 2 1*72
750 mm 800 5 4*31
800 mm 850 Q 6*90
850 mm 900 6 6 .1 7
900 mm 950 4 3*46
950 mm 1000 4 3*46
1000 mm 1050 6 5*17
1050 mm 1100 4 3*45
1100 m 1150 0 •00
1150 mm 1200 0 *00
1200 mm 1250 0 *00
1250 mm 1300 0 .00
1300 m 1350 0 *00
1350 m 1400 0 •00
1400 mm 1450 1 *86
1450 m 1500 0 •00
1500 m 1550 0 *90
1650 • 1600 0 •00
1600 mm 1650 0 *00
1650 m 1700 0 .00
1700 m 1750 1 *36
1750 mm 1800 0 .00
1800 m 1850 1 •86
T o ta l 116 100*00
T
p o n ie s
R e p o rt!  o r  a fa te , Banka, a g T to a  g p k s  M  g ru a t  £ 09 . 
In  th e  s t a t e  of Lou I s  lan p  • De a ember 3 1 /  1936*
XU f a b le  81 s t a t e  banka a re  d i s t r i b u t e d  ac eo rd in g  to  th e  
r a t i o  o f  t o t a l  d e p o s i ts  t o  n e t  w orth* There la  a  wide v a r la *  
t l o n  In  th e  r a t i o s *  Three banka have r a t i o s  l e s s  th an  two 
hundred  p e r  cen t*  and two have r a t i o s  g r e a te r  th a n  1700#* Xn 
a p l te  o f th e  v a r ia t io n s  in  th e  r a t i o s *  however* ap p ro x im ate ly  
90 p e r  c e n t o f th e  banks have r a t i o s  l e s s  th a n  1000#* 95 p e r 
e e n t  o f  th e  banka have r a t i o s  l e s s  th a n  1050# and 93# have 
r a t i o s  l e s s  th a n  1100#* Such p r a c t ic e s  r e p r e s e n t  u n u su a lly  
sound bank ing  s ta n d a rd s*  and in d ic a te  th a t  in  93 pea c e n t o f  
th e  s t a t e  banks in  L ou isiana*  th e  s to c k h o ld e rs  have c o n t r lb -  
u te d  a  la rg e  c a p i t a l  cu sh io n  f o r  th e  p r o te c t io n  o f  th e  depos­
i to r s *  I t  sh o u ld  be p o in te d  out* however* t h a t  even though 
th e  59 s t a t e  banks w hich have d e p o s i ts  l e s s  th a n  f iv e  tim es 
n e t  w orth*  may o f f e r  g r e a te r  p r o te c t io n  to  th e  d e p o s ito rs*  
o th e r  c o n d i t io n s  b e in g  th e  same* th e y  do n o t o f f e r  a s  g r e a t  
p o s s i b i l i t i e s  f o r  r e tu r n  to  th e  s to c k h o ld e rs*
p m m i  S s m .
A t h i r d  method o f  o b ta in in g  funds fo r  use In  th e  b u s in e s s  
i s  to  borrow  them* The mere f a c t  th a t  a  bank borrow s money 
I s  n o t  in d ic a t iv e  o f  an u n fa v o ra b le  co n d itio n *  Borrowing to  
m eet s e a so n a l needs o r  em ergency req u irem e n ts  I s  n o t co n o id - 
e re d  o b je c tio n a b le *  b u t co n tin u o u s borrow ing I s  u n d e s ira b le  
s in c e  i t  t i e s  up th e  most l iq u id  c o l l a t e r a l*  and le a v e s  th e  
bank u n ab le  to  borrow in  ca se  o f  an emergency* S teady  b o r­
row ing u s u a l ly  in d ic a te s  one o f  two th in g s  * e i t h e r  a good
p o r t  io n  o f th e  lo a n s  a re  slow  o r f r o z e n ,  o r  th e  hank i s  under* 
c a p i t a l i z e d .  I f  tho  borrow ing  la  o n ly  f o r  se a so n a l n e e d s , i t  
l a  l i k e l y  t h a t  th e  aeco u n t w i l l  be c le a n e d  up a t  l e a s t  once 
a y e a r .
T able SB
CHANGBS IN BILLS PAYABLE! AND REDISCOUNTS 
IN ALL LOUISIANA BANKS 
1823-1936
-n— p i t ,"  ...... - < - ^ y » da p .q n » y » i.....................  . .......
x e a r  Ending S t a t e ! N a t i o n a l  T o ta l
December 51 Banka* Banks® Banka
1983 #18,776 $ 8 ,968 #81,744
1984 8 ,681 2 ,315 10,996
1983 10,286 9,197 19,485
1986 21,073 10,927 32,000
1987 20,697 808 81,506
1928 15,208 3 ,478 18,680
1989 14,240 3 ,710 17,930
1930 5 ,824 2 ,948 8 ,778
1931 22,109 4 ,288 26,397
1932 20,093 4 ,743 24,838
1933 4 ,226 66 4 ,292
1934 294 00 294
1935 156 25* 181
1936 28 00® 28
_ o f  ^ e  stota & & & $ aavtoM Bg^a ^  seasjl ssst
p an lea  In  th e  ab a te  o f i^ o a la lan ae I925~l936*
^Annual R upert o f the C om ptro lle r g f  ,$he C urrency a 1923-
1936*
^ A b strao t o f  C o nd ition  o f A l l  n a t io n a l  Banks, F ebruary  1®#
1957#
In  th e  p a s t  th r e e  y e a r s ,  b i l l s  payable and r e d is c o u n ts  
f o r  L o u is ian a  banks have p r a c t i c a l l y  d isap p eared *  I t  shou ld  
be remembered, how ever, t h a t  p r e f e r r e d  s to c k  and c a p i t a l  de* 
b e n tu re a  in  r e a l i t y  r e p r e s e n t  a form o f borrow ing* On Decent 
h e r  3 1 , 1936, on ly  two o f th e  116 s t a t e  banks shoved borrowed 
funds on t h e i r  s ta tem en ts*  From 1993 th rough  1933, th e  accoun t
sh o rn  i r r e g u l a r  f lu c tu a t io n s #  The peak f o r  a l l  L o u is ian a  
banks m s  re a c h e d  in  1926* when ap p ro x im a te ly  $32,000*000 
m s  borrowed#
Table 23
BILLS PAYABIE AND REDISCOUNTS AS A PERCENTAGE 
OP TOTAL LIABILITIES IN LOUISIANA BANKS
Year Ending 
December 31
S ta te  ^ a n t s i N a tio n a l ia n l ta i
i i ) (* )
1923 5#22 8*70
1924 2 #10 6 .99
1925 2 .3 0 6  #53
1926 4 #87 7 .6 2
1927 4*67 #59
1928 3 .34 2 #54
1929 3 #22 2*51
1930 1#47 2*22
1931 6#44 3*37
1932 5«86 4 #07
1955 4 #37 *03 ,
1934 #26 #00
1935 •12 #008* 
#00 “1936 #02
^Rejport s  o f  th e  S ta te  Banks,  Sav l nRg Banks and flanfe £ * •  
pan les^L n  th e  STate o f  Xqu la la n a  # ISfiSilSsff#
^Annual R eport o f  th e  C om ptro ller fff th e  Currency# 1925**
1935#
S A b strac t o f R eports  o f  C ond ition  o f N a tio n a l Banka. 
February!^# l9S*f#
The Im portance o f borrow ed money as a source o f  fund® 
d u r in g  th e  p e r io d  i s  shown In Table 23# In  1026* I t  c o n s tl*  
tu t e s  alm ost 8 p e r c e n t o f the t o t a l  l i a b i l i t i e s  f o r  L o u isian a  
n a t io n a l  banks# The h ig h e s t  f ig u re  f o r  th e  s t a t e  banks was 
6*44$, In 1931#
A com parison o f b i l l s  payab le  and re d is c o u n ts  to  n e t  
w o rth  shows th e  p ro p o r tio n  o f  borrowed funds to  th e  amount o f 
th e  in v estm en t o f th e  s to c k h o ld e rs#  There i s  no u n an im ity  Of
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o p in io n  as  to  what t h i s  r a t i o  sh o u ld  be sine© the c ircu m stan ces  
in  e a c h  c a se  shou ld  govern# As a g e n e ra l ru le, however,  th e  
amount borrow ed by a  bank shou ld  n o t exceed  i t s  net w orth#
In  f a c t ,  i t  i s  sometim es argued  t h a t  a bank shou ld  n o t borrow 
o v er SO p e r  c e n t o f i t s  n e t  w o rth #*0  As long  as  th e  a s s e t s  
o f  th e  bank a re  l iq u id  and th e  a d d i t io n a l  funds a re  to  bo 
u sed  f o r  sound and le g i t im a te  b u s in e s s  p u rp o se s , th e re  seems 
to  be no re a s o n  f o r  r e s t r i c t i n g  borrow ing  to  n e t  w orth* Ex* 
c e s s iv e  b o rro w in g , how ever, sh o u ld  always le a d  to  a c a r e f u l  
s c r u t in y  o f  th e  p o l ic ie s  o f th e  management#
Table 24
PERCENTAGE OF BILLS PAYABIE AND REDISCOUNTS 
TO NET WORTH IN LOUISIANA BANKS 
192ft-1956________
T ea r L o u is ia n a^S ta t^ B a n k s
Louisiana®  
N a tio n a l Banks
C ountry fcfeatbor® 
B anks, F .R .S . ,  
tf.S .A  JL%)
1925 3 2 ,82 28 ,00 20 ,59
1924 2 0 ,9 8 15*32 12,55
1926 23*91 58,34 14,26
1926 48#31 63 ,40 13*27
1927 46*15 6 ,0 5 9 ,17
1923 32 ,61 20 ,36 13,29
1929 29*93 20,75 16,23
1950 12,56 17,08 10 #93
1931 4 9 ,50 26 ,47 22*25
1952 4 5 ,81 32 ,85 2 3 ,4 5
1953 2 4 ,9 6 ,31 0*00
1934 1 ,5 4 ,0 0 ,78
1955 •78 ,1 0
1256 •16 , 00* , 00$
^R eports o f th e  S ta te  %nkSg S avings Banks and T ru s t Com**
p a n ic s^Tn th e E E a ^ f n ^ T 5 S a r -----------* * * -
^Annual kaPortsT of" the Comptroller of th e  C urrency .1923^36 
^Annual R eport or th e  Federal R eserve B oard* 1923*1936# 
^ A b s tra c t o f R eporta p iH ^ n H t 'io n  o?" N a tio n a l Banks *Feb, ,H 
&Pe deraY  R ^ e rv e  ^ u f  le ¥ In T  l E r  cF 7 IBSK  “ -------- & #
l° T r a n t ,  J ,  B , ,  Bank A d m in is tra tio n , McGraw-Hill Book Co*, 
New Y ork , 1951, p .  fSSTT
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From 1983 th ro u g h  1933, a l l  L o u is ian a  a t a t e  hanks wore 
borrow ing  an  amount e q u a l t o  a g r e a te r  p e rce n ta g e  o f t h e i r  
n e t  w orth  th a n  were th e  co u n try  member banka o f th e  F e d e ra l 
R eserve System* The same was t r u e  o f th e  n a t io n a l  banks In  
L o u is ia n a  w ith  th e  e x c e p tio n  o f two y e a r s ,  1987 and 1933*
The f lu c tu a t io n s  d u rin g  th e se  same y e a rs  were g r e a te r  f o r  
th e  n a t io n a l  th a n  f a r  th e  s t a t e  b an k s , th e  fo rm er v a ry in g  
from  8% to  68# ,  and th e  l a t t e r  from  1 2 . 8$ to  4 9 *6#*
iaSSSSESL
1* D ep o s its  fu rn is h e d  an average of 82$ of th e  funds 
o f  a l l  L o u is ia n a  banks betw een 1983 and 1936* Time d e p o s its  
d u rin g  th e  p e r io d  averag ed  80*2$ o f th e  t o t a l  d e p o s its  f o r  
th e  L o u is ian a  n a t io n a l  banka and 58*5$ f o r  th e  s t a t e  banks*
2 # The s to c k h o ld e r s 1 I n t e r e s t  re p re s e n te d  an average 
o f  ab o u t 11#  o f  th e  funds d u rin g  th e  period*
3* Borrowed money accoun ted  f o r  an average of 3*8$ o f 
th e  fu n ^s  o f th e  s t a t e  banks from  1983 th rough  1933, and 
f o r  4*2$ o f  th e  funds o f the n a t io n a l  banks from  1923 th ro u g h  
1932* The l a t t e r  d a te  in  each  case  marks th e  b eg in n in g  o f 
th e  I s s u in g  o f  p r e f e r r e d  stock*
Since th e  c h ie f  source o f tho  le n d in g  power o f a bank 
i s  i t s  d e p o s i t s ,  th e  f i r s t  du ty  o f th e  banker i s  to  h is  
d e p o s ito rs *  The two p rim ary  r e q u i s i t e s  fo r  a l l  a s s e t s  
p u rchased  w ith  th e  d e p o s i to r 's  funds should  be s a f e ty  and 
l iq u id i ty *  The degree o f l i q u i d i t y  n ecessa ry  may v a ry  w ith
th e  ty p e  o f  th e  d e p o s i t  and th e  n a tu re  o f  th e  b u s in e s s  done 
by  th e  batik*
The s to c k h o ld e r s ’ funds sh o u ld  f u r n i s h ,  f i r s t ,  tine nec­
e s s a r y  equipm ent f o r  c a r ry in g  on th e  b u s in e s s ,  and second , 
an a d d i t io n a l  amount t o  se rv e  a s  a ba lan ce  be tureen d e p o s its  
and in v estm en ts*  The second fu n c t io n  la  Im p o rta n t; th e re fo r e  * 
th e  s to c k h o ld e r s ’ funds sh o u ld  n o t be to o  h e a v ily  t i e d  up In  
f ix e d  a s s e ts *
Borrowed funds shou ld  be used  on ly  f o r  se a so n a l needs 
and em ergencies*  Borrowing f o r  any o th e r  purpose i s  u n d o slr*  
a b le  s in c e  th e  g iv in g  o f  c o l l a t e r a l  t o  the  le n d e r  In  r e a l i t y  
c r e a te s  a p r e f e r r e d  c r e d i to r  over th e  d e p o s ito r*  F u r th e r ­
m ore, th e  bank w i l l  u s u a l ly  be l e f t  w ith o u t s u f f i c i e n t  l iq u id  
a s s e t 8 t o  m eet an emergency*
CHAPTER IV
use of fotos
The fundam ental problem  o f  a banker la  to  co n v e rt th e  
a v a i la b le  funds in to  e a rn in g  a s s e t s  o f  such  a n a tu re  th a t  
th e y  may be re c o n v e r te d  in to  c a sh  to  iae^t th e  demands o f th e  
d e p o s ito rs *  In  s o lv in g  t h i s  problem  th e re  a re  two methods 
w hich th e  in d iv id u a l  bank may use*  F i r s t  ,  i t  may make sh o r t*  
te rm , s e l f  • l i q u id a t i n g  lo an s  w ith  th e  m a tu r i t i e s  so  r o ta t e d  
th a t  th e r e  w i l l  be a s te a d y  s tream  o f funds flo w in g  in to  th e  
bank* Second, i t  stay s h i f t  a s s e t s  to  o th e r  banks which have 
s u rp lu s  fu n d s f o r  investm en t*  The f i r s t  p r a c t ic e  conform s to  
what has been c a l l e d  th e  "o rth o d o x ” th e o ry , and th e  seco n d , 
to  th e  " s h i f t a b i l i t y "  theo ry**  W hile i t  makes l i t t l e  d i f f e r *  
once from  th e  v iew p o in t of th e  in d iv id u a l  bank as to  w hich 
method i s  u s e d , i t  i s  obvious th a t  from  th e  s ta n d p o in t o f  th e  
bank ing  system  as  a  w h o le , th e  t r a n s f e r  o f an  a s s e t  from  one 
bank to  a n o th e r  does n o t r e p r e s e n t  l iq u id a t io n *  In  a c tu a l  
p r a c t i c e ,  how ever, under o rd in a ry  c irc u m s ta n c e s , more r e l ia n c e  
i s  p lao ed  on th e  l a t t e r  method th a n  on th e  former*®
In  a n a ly s in g  th e  Investm en t p o l ic ie s  o f  b a n k s , th e  con* 
c e p t o f  a  p o r t f o l i o  has been found u se fu l*  Such a concep t I s
^ M itc h e l l ,  w* P * , The Uses o f Bank Funds* The U n iv e r s i ty  
o f  Chicago P re s s ,  C h icago , 1925, p* 5*
2 Jam ison , C« L*, Management o f  U n it Banks * M ichigan B u si­
n ess  S tu d ie s ,  U n iv e r s i ty  o f  m ic H lg a n ,1531 , ;p* 204*
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n o th in g  more th a n  a  d ig e s te d  and a rra n g e d  scheme o f  a  bank** 
a s s e ts * *
Bank a s s e t s  may be d iv id e d  in to  f iv e  m ajor c a te g o r ie s *  
namely* (1 ) p rim ary  re se rv e *  ( 6 ) seco n d ary  re se rv e *  (3 ) lo a n s  
and d isc o u n ts*  (4 ) in v estm en ts*  and (5 ) f ix e d  a s s e ts *  3*1 ad* 
d i t i o n  th e re  a re  c e r t a in  m isce llan e o u s  a s s e t s  w hich a re  n o t 
In c lu d e d  in  th e  above d iv is io n * *  The p ro p o r tio n  Of funds 
w hich a  bank shou ld  have in  each  c la s s  o f a s s e t s  depends upon 
th e  n a tu re  o f  th e  so u rce  o f funds and th e  c h a ra c te r  o f th e  
accommodations whioh th e  bank i s  eSLled upon to  f u r n is h  i t s  
custom ers*
In  d is c u s s in g  th e  Investm ent p o l i c ie s  o f L o u is ian a  banks* 
I t  w i l l  n o t be p o s s ib le  to  s e p a ra te  th e  a s s e t s  I n to  d e f i n i t e  
com partm ents o f  th e  p o r t fo l io *  a s  ba lance  s h e e t  d a ta  I s  ln*» 
adequate  f o r  t h i s  purpose* Furtherm ore* th e re  i s  a  c e r t a in  
amount o f  o v e rla p p in g  in  the  d iv is io n s *  An id e a  o f tho  in v e s t*  
ment p o lic y  may be ob ta ined*  however* even though th e  a c tu a l  
q u a l i ty  o f  th e  in v estm en t i s  unknown* An a tte m p t has been
to  show n o t o n ly  th e  r e l a t i v e  im portance o f  each  s e c t io n  
o f th e  p o r t f o l io  a s  compared w ith  the  o th e r  s e c tio n s *  b u t 
a l s o  t o  draw a com parison between th e  ty p es  o f a s s e t s  and 
c e r t a in  so u rce s  o f  funds*
^ W i l l i s ,  H* p , and Edwards* G* W** Banklnp and B u s in e ss* 
H arper and B ro thers*  Hew York* 1922* p* 133*
^ S te in e r ,  w# H** Money and Banking* Henry H o lt and Co** 
Hew York* 1933* p* 236*
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Prim ary  Reserve
P rim ary  r e s e rv e s  a re  fund® im m ediately  a v a i la b le  w ith o u t 
lo s s  o f  p r in c ip a l  o r  I n t e r e s t  and c o n s is t  o f  c a sh  on hand* 
c o l le c te d  b a lan ce  w ith  F e d e ra l R eserve bank and amounts due 
from  o th e r  banka*5  As the  p rim ary  r e s e rv e  i s  a t  p r e s e n t  a  
n o n -e a rn in g  a s s e t#  b an k ers  t r y  t o  keep i t  down to  a minimum#5  
The a c tu a l  amount needed by any bank can  be d e te rm in ed  on ly  
a f t e r  ex p e rien ce#
In  t h i s  s tu d y  oaah r e s e rv e s  w i l l  be t r e a te d  f i r s t  as a 
p a r t  o f  th e  e x p la n a tio n  o f how th e  re s o u rc e s  o f a bank a re  
in v e s te d #  Then th e y  w i l l  be t r e a t e d  from th e  v iew p o in t o f 
th e  p r o te c t io n  o f fe re d  to  th e  d e p o s ito r#
The p e rce n tag e  o f t o t a l  r e s o u rc e s  h e ld  a s  p rim ary  r e s e rv e s  
f o r  a l l  Z e u ls lan a  banks i s  shown in  Table 26# The average 
f o r  th e  s t a t e  banks i s  22*3$ and f o r  th e  n a t io n a l  batiks# 23*3$# 
The y e a r  to  y e a r  tre n d  f o r  th e  two i s  th e  same w ith  th e  excep­
t i o n  o f two y ea rs#  From 1929 to  1930 th e re  was a s l i g h t  In ­
c re a se  f o r  th e  s t a t e  banks and a s l i g h t  d e c lin e  f o r  the  na«* 
t l o n a l  banks# and from  1930 to  1931 th e re  was a s l i g h t  d e c lin e
5E berso le#  J# F * , Bank Management. McGraw-Hill Book Co## 
Mew X ork# 1935# p# 193#
5The Banking Act o f 1933 p ro h ib ite d  th e  payment o f i n t e r ­
e s t  on demand d e p o s its  by member banks o f th e  F ed e ra l Reserve 
System# The Act o f  1935 a p p lie d  th e  r u le  to  a l l  in su re d  banks 
n o t members o f th e  F e d e ra l Reserve System# P r io r  to  th e  p as­
sage o f  th e  A c ts , i t  was custom ary f o r  banks t o  re c e iv e  i n t e r ­
e s t  on th a t  p o r t io n  o f t h e i r  p rim ary  re s e rv e s  d e p o s ite d  w ith  
o th e r  bonks#
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In  the  s t a t e  banks sa d  a ra th e r  la rg e  Increase l a  the n a tio n a l 
banka* For the l a s t  th ree  years the  percentages fo r  both 
groups a re  w ell above the average* These percentages of around 
38# are  unusually  large*  and do not re p re sen t normal p rac tic es*
Table 86
CASH AND DUE FROM BANES AS 
A PERCENTAGE■OF TOTAL RESOURCES OF LOUISIANA BANKS
x e a r  Ending 





1927 19 .76 80 .41
1928 80*49 80*78
1929 17 .80 19*11
1930 13*87 18.89
1931 15*80 16.80
1932 13.88 83 .83
1935 88*91 84*18
1954 88*88 38 .37
1936 33 .46 3 5 .7 6 -
1956 36*96 35*64®T* r
-J p g f t  jUfrJSfe.iias; S S S S ^  «*a aaa a*-
®Annual R eports o f  th e  C om ptro ller j|he  C urrency . 1983-
1935.
^ ^ ^ e t r a c t ^ o f ^ R e ^ o r t e  o f o f  f s M c n a l  Banks.
The e x te n t  t o  which th e  In d iv id u a l s t a t e  banks v ary  w ith  
re g a rd  to  t h i s  r a t i o  as o f  December 3 1 , 1936, i s  In d ic a te d  
In  Table 26# Whereas under norm al banking  c o n d i t io n s ,  th e  
m a jo r i ty  o f  th e  banka would r e t a i n  le a s  th a n  30$ o f t h e i r  
r e s o u rc e s  in  c a s h , on t h i s  p a r t i c u l a r  d a te  only  abou t 06$ 
o f th e  banks were in  t h i s  d i s t r ib u t io n #  Twenty~one of th e
US bonks tad  more titan BO per c s n t  o f  t t a l r  r e s o u rc e s  in  
ossh# and six  tad  aort tta n  68 p e r  cen t*
T able 86
DISTRIBUTION OF STATE BANKS 
A3 TO THE PERCENTAGE OF CASH AND.DUE FROM BANKS 
TO TOTAL RESOURCES*
Percentage ctf'lJask 
and Due from Banks 
t o T o t a l  Resources
Number o f Banks
f o r  Cent' of 
T o ta l Number 
..........of.Banks
0  *  15 0 •0 0
16 ~ 80 5 8*89
80 -  8 6 18 10*54
2 5 - 5 0 16 13*30
50 -  55 81 18*10
5 5 - 4 0 13 11*21
40 -  45 18 16.52
4 6 - 5 0 18 10.34
5 0 - 5 5 8 6 .9 0
5 5 - 6 0 4 3*46
5 0 - 6 6 3 £.69
6 5 - 7 0 6 1*78
70 -  76 2 1 .78
7 5 - 8 0 8 1.72
T o ta l 116 100,00
" *g»pqgtf of te e  g ta tg  gen jte . togs' gajita ind 
Companies i n  th e  S ta te  o f h o u l s l a n a * December 51 a 19M *
Such a  c o n d i t io n  l a  in d ic a t iv e  n o t on ly  o f a  genuine 
s h o r ta g e  e f  sound com m ercial paper bub i t  i a  a ls o  ty p ic a l  
o f  th e  ex trem e p re e a u tio n  d is p la y e d  by b an k ers  in  t h a t  s ta g e  
o f  th e  b u s in e s s  c y c le  im m ediately  fo llo w in g  a d ep ress io n *  
W ith th e  r e tu r n  o f b e t t e r  b u s in e ss  c o n d itio n s  $ f e a r  w i l l  g ive  
way to  optim ism * and in  most c a se s  th e  amount o f c a sh  h e ld  
w i l l  s h r in k  t o  th e  minimum n e c e ssa ry  f o r  c a r ry in g  on th e  
b u s in e ss*
S ince ca sh  r e s e rv e s  c o n s t i t u t e  th e  f i r s t  l in e  o f  d efense  
a g a in s t  th e  demands o f d e p o s ito r s *  th e  r a t i o  o f  cash  and due 
from  banks to  t o t a l  d e p o s i ts  i s  o f te n  th o u g h t o f  a s  a  t e s t  
o f  l iq u id i ty #  A lthough such  a  r a t i o  shows th e  amount Immedi­
a t e l y  a v a ila b le *  th e  t r u e  t e s t  o f l i q u i d i t y  in c lu d e s  in  a d d i­
t i o n  an  a n a ly s is  o f th e  e a rn in g  a s s e ts *  The id e a  o f a  le g a l  
r e s e rv e  a g a in s t  d e p o s i ts  has so  perm eated American banking  
th o u g h t th a t  th e  n e c e s s i ty  o f an a c tu a l  w orking re s e rv e  i s  
o f te n  overlooked* In  p ra c t ic e *  however* th e  n e c e ssa ry  work­
in g  r e s e rv e  in  m a r ly  a l l  c a se s  has been la r g e r  th a n  th e  l e g a l  
minimum req u irem en t*  Furtherm ore* th e  m aintenance o f  la rg e  
r e s e rv e s  i s  no p ro o f o f c o n se rv a tiv e  bank ing  p ra c t ic e *  The 
d if f e r e n c e  between sound and unsound banking  l i e s  n o t so  
much in  th e  s ia e  of r e s e rv e s  as in  th e  n a tu re  o f  th e  lo an  
and in v estm en t portfo lio#*^
T able 27 shows th e  r a t i o  o f ca sh  and due from  banks 
to  t o t a l  d e p o s i ts  f o r  tho  two j?oups o f L o u isian a  banks 
and f o r  th e  o o u n try  member banks o f th e  F e d e ra l R eserve Sys­
tem* I t  w i l l  be seen  t h a t  th e  L o u is ian a  banks fo llo w  th e  p ra c ­
t i c e  o f  m a in ta in in g  l a r g e r  r e s e rv e s  than  do th e  co u n try  member 
banks* From 1923 th ro u g h  1931* th e  L o u isian a  s t a t e  banks main­
ta in e d  an average r a t i o  of 24*31) th e  L ou isiana  n a t io n a l  banks* 
25*30) and th e  c o u n try  member banks* 17*90* For th e  e n t i r e  
p e r io d  th e  av e rag es  were 27*43#* 28*07#* and 21*02#* r e s p e c tiv e ly #
7Rodkey, R# CU* The Banking P ro c e s s * M acmillan Company*
Hew York* 1928* p* 49*
CASH AND DOB
1
FROM BANKS AS A 
OF TOTAL DEPOSITS 
1923-1936
PERCENTAGE
Y ew Louisiana**" S ta te  Banks
tiou islana®  
n a t io n a l  Banks
C ountry Member® 
Banka. F .R .S .
1923 26*84 86 ,91 18*60
1924 27*60 28*96 80*13
1926 84*85 25*50 18*38
1986 24*13 25*88 17.44
1987 24 *45 25*30 17 .40
1988 25*52 26*14 16*74
1980 2 1 .7 3 24*88 17 .43
1930 22*67 23*38 18.38
1931 21*00 20*27 16 ,61
1938 17 .77 30*33 17 .98
1933 29*80 28*38 80*04
1934 35*19 37*07 18*86
1936 39*99 39*31 89*14
1936 42*50 38*68* 30,63®
^R eports o f th e  S ta te  Banka # SavIn^a % n k a and r r u 3t  
ConpanTea in  tKe &t a t  e d f~LouTsTaria , I9S& w l t s f *  '
®Aimual R eports  of th e  C om ptro ller o f  th e  C urrency .
m  —  A . 9 e H > V m a v a W  mm— mmt mm i i  ■ ■  i i w n  M W M M i i M t M n w M M M M i  *m m +  m ' i h h i i m h  i i     n m * .  imiJmm *1923 t o l M *
^Annual R ep o rts  o f  F e d e ra l Reserve B oard , 1923-1936*
^ A b s tra c t o f R eports of C ond ition  o f N a tio n a l Banka * 
F eb ru ary  i5"#"l9OT*
^ F ed e ra l Reserve B u l l e t i n * March, 1937#
The f a c t  t h a t  tim e d e p o s its  d id  n o t c o n s t i tu t e  a s  g r e a t  a  
p ro p o r tio n  o f th e  t o t a l  d e p o s its  In  L o u is ian a  banks as  f o r  
th e  co u n try  member banks as a Whole o f f e r s  a p a r t i a l  ex p lan a -  
t l o n  f o r  th e  d i f f e r e n c e ,  s in c e  a la r g e r  w orking re s e rv e  I s  
needed a g a in s t  demand d e p o s its  th an  a g a in s t  tim e d e p o s its*  
D if fe re n c e s  In  economic c o n d itio n s  would a ls o  be a fa c to r*
I t  I s  I n te r e s t in g  to  n o te  t h a t  in  a l l  th re e  groups th e  
av e rag e  r e s e rv e s  wore f a r  above th e  le g a l  re q u ire m e n ts , and 
in  s p i t e  of e n t i r e l y  d i f f e r e n t  le g a l  req u irem en ts  in
L o u is ia n a , th e r e  was b u t l i t t l e  d if f e re n c e  In th e  a o tu a l  re*  
serves*®
Table 88
DISTRIBUTION OF STATE BANKS IN TERMS OP THE PERCENTAGE 
OF CASH AND DUE FROM BANKS TO TOTAL DEPOSITS* 
December 31* 1938
P e rc e n ta g e  o f Cask 
and Due from Banks Number o f Banks
TeFTont^oF"^ 
T o ta l Number
0 m 6 0 *00
5 m 10 2 1*78
10 • 15 1 .66
15 - 20 1 *36
£0 • 25 5 4*51
25 • 30 9 7*76
30 - 35 18 10*34
36 - 40 19 16*38
40 - 45 11 9*48
45 • 50 11 9*48
50 • 55 11 9*48
55 • 60 11 9*48
60 m 65 10 8*62
65 m 70 3 2 .5 8
70 • 75 2 1*72
75 - 80 4 3 .4 5
30 m 85 4 3*46
85 •100 0 #00
T o ta l 116 100.00
^Repor ta  o f  th e  S ta te  Barfcs* Savings j  ^gid' ' . 
Companies In  tKe gftate 'o f^L ouislan^ '
The r a t i o s  of th e  In d iv id u a l  banks as e x h ib i te d  In  
Table 23 em phasize th e  u n u su a l s t a t e  of a f f a i r s  w ith  re g a rd
®The L o u is ian a  s t a t e  banks are  r e q u ire d  to  keep 20 p e r  
c e n t a g a in s t  demand d e p o s its  (Banking Laws, Sec* 14)* There 
I s  no l e g a l  re s e rv e  a g a in s t  tim e d e p o s its  * The n a t io n a l  
banks were r e q u ir e d  t o  keep 7 p e r c e n t a g a in s t  demand de* 
p o s i t s  and 5 p e r  c e n t a g a in s t  tim e d e p o s its  (1956 ex cep ted )*  
The one New O rleans n a t io n a l  bank was re q u ire d  to  keep 10 
p e r  c e n t and 3 p e r cen t#
t o  la p  go c a sh  h o ld in g *  in  p ro p o r tio n  to  deposits*®  The fo u r  
s t a t e  hanks which have cash  e q u a l to  80 p e r  c e n t o f  th O ir  
d e p o s i ts  a re  l i t t l e  more th a n  s a f e ty  d e p o s i t  v a u lts *  Twenty** 
th r e e  o f  th e  hanks have r a t i o s  above 60$, and on ly  t h i r t y  
hanks have r a t i o s  l e s s  th an  35$* The fo u r  banks w hich f a l l  
un d er 80$ have a la rg e  p e rcen tag e  of tim e d e p o s its*
Secondary He se rv e  a
In  a d d i t io n  to  an adequate  ca sh  r e s e r v e 9 a  hank needs a 
seco n d ary  re se rv e * * 0 WA secondary  re s e rv e  i s  composed o f 
th o se  income p rod u cin g  a s s e t s  by means o f which funds may he 
q u ic k ly  o b ta in e d  whenever th e  prim ary  re s e rv e  has been re n ­
d e red  In ad eq u a te  f o r  any reaso n  to  such an  e x te n t  th a t  i t  I s  
n e c e ssa ry  to  r e p le n is h  i t* " * *  Such a  re s e rv e  se rv e s  as a 
second l in e  o f  d efen se  and may he th o u g h t o f  a s  an emergency 
h ack -lo g *
The s i z e  o f th e  secondary  re s e rv e  accoun t v a r ie s  f o r  
d i f f e r e n t  banks depending upon the  c o n d itio n s  su rro u n d in g  
each  bank* I t  may v ary  acco rd in g  to  (1 ) l i q u i d i t y  o f  th e  
lo a n s  and in v estm en t a c c o u n t, (8 ) th e  p ro p o r tio n  of tim e to  
demand d e p o s i ts  (d u rin g  s ta b le  p e r io d s )  ,  (3 ) e x te n t  to  which
°See T able 26*
*°See A tk in s , P* M*, bank Secondary Reserve and In v e s t­
ment P o l i c i e s , Bankers P u b lish in g  O'o*, Ifew'Yotrli, T9307 ’SK*'"I ,  
£0r  a  d is c u s s io n  o f why hanks need secondary  re se rv e s#
^Commercial Bank Management* Booklet Ho# 5, American 
Bankers A s s o c ia tio n , p #1
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checks a re  u sed  In s te a d  o f cash  In  making paym ents, (4) 
s e a s o n a l f l u c tu a t io n  In  needs ,  (0 ) amount o f  p ap er e l i g i b l e  
f o r  r e d is c o u n t  (some a u t h o r i t i e s  in c lu d e  t h i s  as a p a r t  of the  
seco n d ary  r e s e rv e  a c c o u n t) ,  and (G) th e  d i s t r i b u t io n  of depos- 
i t  acco u n ts  by sise#*®
I t  should  he k e p t in  mind t h a t  no a b s o lu te ly  f ix e d  p ro ­
gram can bo developed  which w i l l  be s u i t a b le  f o r  th e  needs 
o f  a l l  b an k s t  and t h a t  th e  s ia e  o f  th e  acco u n t depends upon 
th e  c o n d itio n s  a f f e c t in g  eaoh  b an k , some o f w hich were enu­
m era ted  above*
The com position  o f  th e  secondary  re s e rv e  has been a 
m a tte r  c f  some debate#  I t  i s  ag reed  t h a t  any a s s e t  s u i t a b le  
f o r  th e  acco u n t sh o u ld  meet th re e  req u irem en ts  $ nam ely, s a f e ­
t y ,  l i q u i d i t y ,  and y ie ld #  Since s a f e ty  la  th e  b a s ic  r e q u ir e ­
ment of a l l  a s s e t s ,  th e re  i s  no argum ent on th a t  p o in t#
There seems to  be no l in e  o f  d em arca tio n , how ever, w ith  r e ­
g a rd  to  th e  e x a c t degree of l i q u i d i t y  n ecessary #  A c tu a lly  I t  
sh o u ld  v a ry , o f  c o u rs e , depending upon th e  sou rce  o f a b an k ’s  
funds#  I f  l i q u i d i t y  be f u r th e r  d e fin e d  as m a rk e ta b i l i ty  w ith  
p r ic e  s t a b i l i t y , 1® no a s s e t  shou ld  be Inc luded  which can  no t 
be tu rn ed  in to  ca sh  w ith in  two or th re e  days w ith o u t a  s a c r i ­
f i c e  In  p r ic e  # ^  A lthough s a f e ty  and l i q u i d i t y  a re  th e  c h ie f
*® Trant, op# c l t # » p# 390#
*® E bersole, £j># c l t # ,  p# 205#
14flodkey, Banking. P ro c e ss , op# c l t ## p# 00#
c r i t e r i a ,  th e  f a c t o r  o f  income m ust n o t be o v erlo o k ed ,  o th e r*  
w ise  on ah would se rv e  adm irab ly  f o r  tho  purpose* The q u e s tio n  
o f  y i e l d ,  how ever, i s  o f  secondary  im portance as compared 
w ith  th e  o th e r  two f a c to r s *
A sse ts  w hich o r d in a r i ly  meet th e se  re q u irem e n ts  a re  c a l l  
lo a n s ,  b a n k e rs 1 a c c e p ta n c e s , com m ercial paper* re d is c o u n ta b le  
lo a n s  and d is c o u n ts ,  and s e c u r i t i e s  whose m a rk e ta b i l i ty  i s  
immediate and whose p r ic e  I s  s tab le* ^®  Some a u t h o r i t i e s  do 
n o t in c lu d e  re d ls o o u n ta b le  lo a n s  and d is c o u n ts ,  as th e  r e ­
d is c o u n tin g  of c u s to m e rs1 p ap er c r e a te s  a c o n tin g e n t l i a b i l *  
i t y  upon th e  bank* I f  th e  custom er f a l l s  to  p a y , th e  bank 
h as  o v e re s tim a ted  i t s  secondary  re s e rv e  by th a t  amount*
Even i f  n o t in c lu d e d  in  th e  secondary  re s e rv e  aeoo n t ,  th e  
p resen ce  o f  r e d is c o u n ta b le  n o te s  in  th e  p o r t f o l io  d im in ish e s  
th e  amount o f o th e r  l iq u id  a s s e t s  which the  bank must c a rry *
The d e c l in in g  bond m arket d u r in g  th e  y e a rs  1050 to  1933 
c o n s id e ra b ly  underm ined th e  seoondary re s e rv e  th eo ry  as  ap­
p l i e d  by some a u t h o r i t i e s  to  bond in v estm en ts* ^6 Xn t h e i r  
endeavors t o  m eet heavy demands f o r  c a sh , th e  banks foxmd 
many o f t h e i r  c o rp o ra te ,  p u b lic  u t i l i t y ,  and s t a t e  and m uniel* 
p a l  s e c u r i t i e s  a l e s s  su re  r e l ia n c e  th an  th e y  had expected*
As one banker h as  s a i d ,  "By what s t r e t c h  o f im ag in a tio n  can 
bonds be c la s s e d  as secondary  r e s e r v e s ,  a  s e c u r i ty  t h a t
^ j j u r r i s ,  li* II*, "Do Bank Becondary Reserve T h eo ries  
Seed R ev is in g ? "  Bankers M agazine* December, 1931, p# 73^*
P re n t
16P ost«r, M, B . ,  and H ogera. R« $ Money and Banking 
,  in c « ,  sew Y ork , 1996, p* »77»
can n o t bo d is c o u n te d  o r borrow ed upon , w ith  the  F e d e ra l 
R eserve Ban k , a s e c u r i ty  t h a t  can  on ly  be s o ld  d u rin g  a do* 
p re o a lo n  a t  d e p re c ia te d  v a lu e s  and a t  th e  expense o f a 
p ro b ab le  assessm en t o f  s to c k h o ld e rs  or a m ajor re d u c t io n  to  
th e  b an k ’s s u r p l u s * U n i t e d  S ta te s  Government S e c u r i t i e s  
a re  an  e x c e p tio n  because th ey  may be p ledged  a t  p a r  as  c o l ­
l a t e r a l  t o  se c u re  advances from th e  F e d e ra l Reserve banks* 
The h ig h e s t  g rad e  m n u n lc ip a l and c o rp o ra tio n  s e c u r i t i e s  
sh o u ld  have m a tu r i t i e s  n o t exceed ing  one yoar I f  th e y  a re  to  
be s u i t a b le  f o r  secondary  reserves*^®
The im portance o f  adequate  secondary  re s e rv e s  has n o t 
been  f u l l y  a p p re c ia te d  b, a  good p o r t io n  o f th e  banking  
f r a t e r n i ty *  The banking  re c o rd  g iv e s  s u f f i c i e n t  p ro o f  to  
t h i s  s ta tem en t*  A c tu a lly  th ey  a re  j u s t  as e s s e n t i a l  f o r  a 
b a n k ’s su c c e ss  as p rim ary  re s e rv e s *  S ince i t  la  u n d e s ira b le  
a s  w e ll  a s  p r a c t i c a l l y  im possib le  to  have government su p e r­
v is io n  o f th e  secondary  re s e rv e  a c co u n t, th e  m aintenance o f 
ad q u a te  secondary  r e s e rv e s  i s  n e c e s s a r i ly  th e  r e s p o n s i b i l i t y  
o f  bank management* As has o f te n  been s a id ,  "There i s  no 
s u b s t i t u t e  f o r  in te l l ig e n c e  and good common sen se* ”
Because o f  th e  Inadquacy of ba lance  sh e e t In fo rm ation*  
I t  w i l l  n o t  be p o s s ib le  t o  t r a c e  th e  p e l to le s  o f  b o u is la n a
W a l e t t e r  w r i t t e n  to  th e  American Banker by John P* 
Duke, and quo ted  by B u r r i s ,  op* city*
10Rodkey, R. G ., S ta te  Bank, P a U u r e a ln  M ichigan ,  Mich­
ig a n  B u sin ess S tu d ie s ,  u n iv e r s i ty  o f  M ichigan, Ann A rbo r. 
1935 , p .  187 ,
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banks w ith  r e g a rd  t o  secondary  re s e rv e s #  The amount o f  
governm ent bonds i s  th e  on ly  item  a v a i l a b le ,  and th a t  w i l l  be 
t r e a t e d  under th e  s e c t io n  on investm en ts*
L w  and D laoounte
The d e c re a se  in  th e  lo a n s  and d is c o u n ts  o f  com m ercial 
banks h as  been  m entioned as one o f th e  m ajor problem s con­
f r o n t in g  bankers#  U su a lly  th e  l a r g e s t  item  among th e  a s s e t s  
o f  any bank* and co n seq u e n tly  th e  c h ie f  sou rce  o f  incom e* 
i t  h as  f o r  y e a rs  been d e c l in in g  in  r e l a t i v e  im portance to  
o th e r  a s s e ts *  3ven though in t e n s i f i e d  by th e  r e c e n t  depress-* 
ion* th e re  had been a  marked t r e n d  away from commercial lo a n s  
s in c e  th e  war# Furtherm ore * th e re  lias been a d ec id ed  la g  
i n  th e  in c re a s e  o f t h i s  acco u n t s in c e  th e  b eg in n in g  o f b u s t -  
n e ss  reco v ery *  ^7ith th e  d e c lin e  o f  com m ercial lo an s th e re  
h as  been  a  s te a d y  in c re a s e  in  c a p i t a l  lo an s  and investm en ts*
In  d is c u s s in g  th e  causes o f tins change in  th e  n a tu re  
of bank ing  a s s e ts *  th e  jJconomlo P o licy  Ooraraission o f th e  
American Bankers A sso c ia tio n  s ta te d :
I t  lias been b ro ad ly  assumed th a t  t h i s  u n fo r tu n a te  
change in  banking  a s s e t s  was m ain ly  ch a rg eab le  to  f a u l ty  
bank management and p ra c t ic e s *  The f a c t s  b rough t ou t 
in  t h i s  s tu d y  in d ic a te  c o n c lu s iv e ly  t h a t ,  w hatever 
may have been  t r u e  in  in d iv id u a l  I n s ta n c e s ,  th e  gen­
e r a l  causes were f a r  d eep er th a n  bank management and 
w e re , in  f a c t ,  i r r e  s l a t  ab le  economic fo rc e s#  They in ­
d ic a te  t h a t  v e ry  d e f in i t e  changes had o ccu rred  In  th e  
f i n a n c i a l  h a b i t s  and p r a c t ic e s  o f  the  co u n try  as a  whole 
w hich th e  banks co u ld  n o t do o therw ise  th an  re f le c t* * ®
19Changes in  Bank E arn ing  A sse tju  Economic P o lic y  Com- 
m is s io n , American Bankers A ss o c ia tio n , Hew Y ork, 1936* p* V*
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Among th e  v a r io u s  f a c t o r s  ©numerated a s  r e s p o n s ib le  f o r  
t h i s  change a re  th e  fo llo w in g
*• &sas» is  w em h lu  Ssffisda. ®£ obtaining s a f e .- -
in c re a s e  in  th e  e l s e  o f  b u s in e ss  e n te r p r i s e s  made I t  p o s s ib le  
f o r  o o rp o ra ticm a to  o b ta in  funds d i r e c t l y  from  th e  In v e s tin g  
p u b lic  r a t h e r  th a n  from  the  banks* I t  I s  p o s s ib le  th a t  th e  
s a le  o f  L ib e r ty  bonds by th e  Government d u r in g  th e  World war 
gave a  p s y c h o lo g ic a l s tim u lu s  t o  th e  movement in  t h a t  th e  
p u b lic  became " s e c u r i ty  c o n s c io u s" . The e f f e c t  was a  s h r in k ­
age in  com m ercial p ap e r and an ex p an sio n  in  S e c u r i t ie s *  Cor* 
p o ra t lo n s  th u s  o b ta in e d  funds in  many In s ta n c e s  f o r  a  low er 
r a te *  were r e l i e v e d  o f c o n s ta n t repaym ents* and were removed 
from  th e  s e -e a l  le d  "banker dom ination"*
D ecreased  I n v e n to r ie s *—A fte r  th e  d e p re s s io n  o f 1921 
b u s in e s s  co n ce rn s  in  g e n e ra l  began fo llo w in g  th e  p o l ic y  o f  
c a r ry in g  sm a lle r  in v e n to r ie s *  The change was due in  p a r t  
t o  th e  d is a s t r o u s  ex p e rien c e  w ith  heavy* h ig h -p r ic e d  inven­
t o r i e s  a f t e r  th e  end o f  th e  w a r - I n f la t io n  perio d *  I t  was due 
a l e e  t o  c e r t a in  p h y s ic a l  Changes* Improved t r a n s p o r ta t io n  
s e rv ic e  from th e  r a i l r o a d s  and m otor tru ck s*  and th e  deve lop­
ment o f  s p e c ia l  ty p es  o f  w arehouses* made i t  p o s s ib le  to  
o b ta in  goods from p ro d u c tio n  c e n te r s  when a c tu a l ly  needed*
The sp re a d  o f ;h a ln  s to r e s  and th e  em phasis p la ced  on r a p id  
tu rn o v e r  r e s u l t e d  in  a re d u c t io n  o f in v e n to r ie s *  Good ro ad s
a o i b i a .
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and th e  au tom ob ile  s h i f t e d  th e  t r a d e  from  th e  em ail t o  th e  
la r g e  c e n te r s  * and ae a  r e s u l t  th e  demand f o r  c r e d i t  from  
sm a ll b u s in e s s e s  was d im in ished*
* • -0—WHWMtt Z to f ta e J j l  £ ° i l£ l£ a * —The le n d in g  a g en c ie s  
s e t  up by th e  F e d e ra l Government have had a tw o -fo ld  e f f e c t )  
(1 )  th e y  have ta k e n  away b u s in e s s  w hich would o r d in a r i ly  have 
gone to  th e  hanks* and (8 ) th e y  have been  f in a n c e d  la r g e ly  
by banks* Whs d e f i c i t  f in a n c in g  program  o f  the Government 
has n a t u r a l l y  c r e a te d  a  use f o r  bank funds a t  a  p e r io d  when 
o th e r  ty p e s  o f  s u i t a b le  a s s e t s  were ex trem ely  sca rce#
The above chang e s  a re  o n ly  a few o f  th e  u n d e r ly in g  eco ­
nomic and p o l i t i c a l  f a c to r s  r e s p o n s ib le  f o r  th e  d ec re a se  In  
cQ B aere ia l paper and th e  in c re a s e  in  investm en t s e c u r i t i e s  
h e ld  by banks* The e x te n t  t o  w hich th e  changes a re  perm anent 
can n o t be d e te rm ined  a t  t h i s  tim e*
The t r e n d  tow ard In c re a sed  h o ld in g s  o f m ortgage and 1nm 
v es tm en t O b lig a tio n s  by banks has been viewed w ith  seme d eg ree  
o f ap p reh en s io n  by b o th  ban k ers and econom ists# As a  r e s u l t  
o f  a  Survey r e c e n t ly  conducted  by th e  American B anker» o f 
th o se  r e p ly in g  96£ o f  th e  econom ists and 84# o f th e  b an k e rs  
b e l ie v e d  th e  p re s e n t  tre n d  dangerous* Even though th e re  
was a  d iv id e d  o p in io n  among th e  bankers*  th e re  was an a l»  
m ost unanimous agreem ent t h a t  th e  tre n d  should  be c o n tro lle d *
A few o f  th e  ty p ic a l  s ta te m e n ts  o f  b ankers a re  g iven  
be lo w s®
'ftfflwrlcan Banker * New York* A p ril 87 and May 6* 1937*
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I t  s e ra *  t h a t  any a n a ly s is  o f th e  o r i e l s  o f  
1989 to  1953 , and o f  th e  s i t u a t i o n  p a r t i c u l a r l y  in  
M ichigan where th e  f i n a l  b re a k  f i r s t  o c c u rre d , m ust 
s t a t e  th a t  one o f  th e  p rim ary  cau ses  o f  bank d i s ­
tu rb a n c e s  th ro u g h o u t th e  p e r io d  was to o  much lo n g , un­
l i q u i d  p a p e r , p a r t i c u l a r l y  m ortgage n o te s  and lo n g  
b o n d s . Those banks th a t  adhered  to  a  s t r i c t l y  com­
m e rc ia l  p o r t f o l i o ,  w ith  p ro p er r e s e r v e s ,  were no t 
g r e a t ly  d is tu rb e d  or l iq u id a te d  r a p id ly  t o  meet th e  
n e c e a s l t l e a  o f  th e  s i t u a t i o n .
A nother banker say s$ 8 2
I  do n e t  b e l ie v e  th a t r e a l  e s t a t e  m o rtg ag e s , in  
any more th an  v e ry  m oderate am ount, a re  any more com­
m e rc ia l  bank a s s e t s  to d a y  th a n  th e y  e v e r  w ere . I t  
i s  in c o n c e iv a b le  to  u s why banka sh o u ld  be encouraged 
t o  in c re a s e  t h e i r  h o ld in g s  o f  m ortgage r e a l  e s t a t e  
lo a n s  so  soon a f t e r  such  le a n s  had a*u,ri*>natrated t h e i r  
u n s u i t a b i l i t y  a s  such  in v e s tm e n ts . They were f ro s e n  
a s s e t s  b e fo re  and w i l l  be f ro s e n  a s s e ts  a g a in , in s u r ­
ance o r no in s u ra n c e , What do X su g g est?  — J u s t  
mere good sound b a n k e rs ,
A d i f f e r e n t  n o te  I s  sounded by ano theri® *
TUd t r e n d  coward in c re a s e d  h o ld in g s  o f  m ortgage 
and in v estm en t o b l ig a t io n s  by banks i s  m ere ly  a  r e ­
a d ju s tm e n t, a  r e lo c a t io n  o f th e  channels o f  f in a n e in g j  
a  change from th e  more d iv e r s i f i e d  h o ld in g s  by in d i ­
v id u a ls  t o  a g r e a te r  c o n c e n tra t io n  in  th e  f in a n c ia l  
i n s t i t u t i o n .  In  t h i s  re g a rd  I t  i s  my o p in io n  th a t  
th e  i n s t i t u t i o n  i s  b e t t e r  equipped  to  w atch  th e  ac ­
t i v i t i e s  o f  th e  d e b to r  th an  was th e  in d iv id u a l  and 
sh o u ld  be a b le  t o  e x e r t  a more in te n s iv e  in f lu e n c e  in  
th e  p ro p e r  management o f  th e  borrow ing co n c e rn . The 
p u b l ic ,  by  d e p o s i t in g  funds in  th e  sav in g s  d e p a r t­
m ents o f b a n k s , i s  r e q u e s t in g  th e  bank to  In v e s t fo r  
them a n d , a f t e r  ta k in g  a  re a so n a b le  p r o f i t  f o r  th e  s e r ­
v ic e ,  r e tu r n  an income on th e  d e p o s i t .  Form erly  th e  
same d e p o s i to r  went t o  th e  Investm ent departm ent o f 
th e  bank and in v e s te d  d i r e c t l y  In  s e c u r i t i e s ,  I f  
th e  p u b lic  in  th e  f u tu re  r e tu r n s  to  d i r e c t  in v e s t ­
ment th ro u g h  th e  investm en t house th e  s e c u r i ty  mar­
k e t s  w i l l  be m a in ta in ed  by such  in v estm en ts  so  th e
lb  I d ,  
%5 I b id ,
mbank may l iq u id a te  In  o rd e r ly  f a s h io n  to  pay th e  d e p o s its #  
I t  l a  n o te d  In  t h i s  community t h a t  much o f th e  d e c re a se  
i n  lo a n s  la  cau sed  by th e  c o n t r a c t io n  of c a p i t a l  lo a n s  
w ith o u t s e c u r l t y i  so  why shou ld  th e  banker be concerned  
ab o u t th e  same k in d  o f lo an  w ith  s e c u r i ty ?
An econom ist e x p re s se s  h i s  views In  v e ry  much th e  same 
way a s  th e  f i r s t  two bankers*®*
M ortgage and in v estm en t o b lig a t io n s  bought w ith  
a a v ln g a # th a t  do n o t c r e a te  d e p o s i ts  s u b je c t  t o  pay* 
ment on demand* need  n o t cause concern# bu t#  .we have 
re a s o n  to  be  an x io u s abou t th e  in c re a s e  In  m ortgage 
and Investm en t o b l ig a t io n s  a c q u ire d  th ro u g h  commer- 
c l a l  bank c r e d i t#  T his i s  an  a n c ie n t and d ish o n o rab le  
custom  o f American banking# We t r i e d  to  deve lop  th e  
f r o n t i e r  by s e t t i n g  up hanks a t  th e  c ro s s ro a d s  and 
u s in g  bank n o te s  t o  f u r n is h  th e  p u rch as in g  power to  
open up th e  coun try*  We m isto o k  c u rren c y  f o r  c a p i ta l*  
In s te a d  o f n o te s*  we now use d e p o s i ts  s u b je c t  to  check#
I t  i s  th e  o ld  f o l l y  In  a new form* Commercial bank 
c r e d i t  t h a t  sh o u ld  be co n fin e d  to  s e l f ~ l lq u ld a t ln g  
t r a n s a c t io n s  i s  f ix e d  in  f ro z e n  a s s e ts #  The e a se  w ith  
w hieh t h i s  p r a c t ic e  speeds up expansions h u r r ie s  u s  
i n t o  booms# The consequen t c ra s h  o f  banks deepens 
our d ep ress io n #
In  d is c u s s in g  L o u is ian a  banking  tre n d s  and p o l ic ie s #  the 
lo a n  acco u n t w i l l  be  t r e a te d  f i r s t *  fo llo w ed  by a s tu d y  o f 
in v estm en ts*
The lo a n s  and d is c o u n ts  o f a l l  L o u isian a  banks reached  
t h e i r  December peak in  1925 (T ab le  29)* There was a s l i g h t  
d e c l in e  in  b o th  19C0 and 1997 fo llo w ed  by a s l i g h t  In c re a se  
in  1908 and a n o th e r  in  1929# B eginning w ith  1930 th e  de­
c l i n e  co n tin u ed  th ro u g h  1935 and i t  was n o t u n t i l  1936 th a t  
th e  t r e n d  a g a in  s t a r t e d  upward* Poor crop  c o n d itio n s  In  
1926 and th e  f lo o d  in  1927 were la r g e ly  re s p o n s ib le  f o r  the
63
d e c l in e s  of* th o se  y e a rs*  The la g  "behind the  c o u n try  a s  a  
whole in  1928 and 1929 was due In  p a r t  to  th e  d ep ressed
w hich th e  s to c k  m arket s p e c u la t io n  gave to  o th e r  se c tio n s #
In  1989 lo a n s  se c u re d  by s e c u r i t i e s  were o n ly  13*3# of t o t a l  
lo a n s  f o r  a l l  L o u is ia n a  n a t io n a l  banks# w hereas f o r  a l l  
n a t io n a l  banks# th e y  amounted to  34*8^#&$
T able 89
CHANGES H? LOANS AND DISCOUNTS OF ALL LOUISIANA BANKS
1923-1936
^ w<i* ■y.’aa^ r^ aifr.a.ytjs, z l  -***” ,AH&£E£i&iU
1923-1935*
a Aba t r a c t  o f  R eport a o f C ond ition  o f N a tio n a l Banlea.  
F eb ru ary  15# 1057*
c o n d i t io n  o f a g r ic u l tu r e  and In  p a r t  to  th e  added stimulus





























































^R eports o f  th e  S ta te  Bank a ,  Savin a  panka and T ru s t 
Ccaroanlea In  t5 e  S ta te  oi’ to u la la n a . 192s»16a6*
8BAba t r a c t  o f  B eporta o f  C ond itions of R a tio n a l Banka. 
F eb ru ary  1 1 , 1930,
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Tabid 50
LOANS AND DISCOUNTS AS A P8RGKNTAGK OP TOTAL RSSOOROES
T ear ............ 9 ta U  bank 's!..... .........(JO
SaliCoriai Banki$ ' 
(30
1923 59 .73 59*07
1924 60.40 56 .98
1925 60*48 83.17
1926 60.69 63 .57
1927 57.39 59 .74
1928 35 .68 58 .88
1929 58.28 60.32
1930 55*96 55 .05
1931 54*77 55.87
1932 54*46 43 .60
1933 46*40 41.43
1934 37*20 31 .96
1955 31*47 24.58,,
1936 27*20 23,06®
Annual R epo rta  o f  th e  Co m p tro lle r  o f th e  C urreijey ,
1 9 2 3 - iS ? 5 r~
3A b s tra c t o f R eports o f C o n d itio n  o f N a tio n a l Banka. 
F eb ru ary  l S # \9W f •
The Im portance of loana and d la c o u n ts  as a source of 
In v estm en t f o r  L o u is ian a  hank funds I s  shown In  Table 30#
I t  w i l l  be seen  th a t  d u rin g  the  f i r s t  n in e  your a o f  th e  
p e r io d  s tu d ie d  lo a n s  and d isc o u n ts  c o n s t i tu t e d  th e  c h i e f  out*  
l e t  f o r  fu n d s  and co n seq u en tly  se rv ed  as th e  c h ie f  sou rce  o f 
income# From 1923 th ro u g h  1931 * th e  average f o r  s t a t e  banks 
was 53*14# o f t o t a l  re so u rc e s#  and f o r  n a t io n a l  Panics# 59*37#* 
The h ig h  p o in t  f o r  b o th  groups was In  1920# The tre n d  f o r  
b o th  groups I s  p r a c t i c a l l y  th e  same# I t  I s  I n te r e s t in g  to  
n o te  t h a t  a lth o u g h  th e re  were p ercen tag e  d e c lin e s  d u r in g  
th e  d e p re s s io n  y ea rs#  th e  p e rce n tag e s  o f re so u rc e s  In v e s te d
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In  lo a n s  f o r  b o th  groups in  1956 was lo s s  th an  on© -half o f  
th e  p e rc e n ta g e  o f 193$* In  o th e r  words b u s in e s s  re c o v e ry  ha« 
n o t  been  accom panied by p ro p o r t io n a te  in c re a s e s  in  loans*
Even though b o th  groups had a c tu a l  in c re a s e s  in  lo an s  in  
1936 o v er 1935, th e  In c re a s e s  were n o t  p ro p o r t io n a te  to  
th e  in c re a s e  in  re so u rc e s*
T able 31
DISTRIBUTION OP STATE BANKS IN TERMS OF THE PERCENTAGE 
OF LOANS AND DISCOUNTS TO TOTAL RESOURCES*
m .  ...........»r c e n t age 
and D isco u n ts  to Number o f Banks T o ta l  Number
0 0 *00
• 1 - 5 1 •86
5*1 - 10 3 2 .5 9
10*1 - 15 6 5*17
16*1 * 20 12 10*55
20*1 - 25 20 17.24
25*1 - 30 9 7*76
3 0 .1 • 35 21 18*10
55*1 - 40 13 * 15.52
4 0 .1 - 45 11 9 .4 8
45*1 - 50 8 6*90
50*1 • 55 3 2*58
55*1 • 60 2 1*73
50 .1 - 65 1 *86
65*1 • 70 1 *86
7 0 .1 - 75 0 .00
T o ta l 116 100*00
Companies in  th e  S ta te  of^L ouisianaV  December 317 1936# '
The abnorm al c o n d itio n  i s  c l e a r ly  I l l u s t r a t e d  by th e  
d i s t r i b u t i o n  of s t a t e  banks a s  p re se n te d  in  Table 31* Ac­
c o rd in g  to  th e  t r a d i t i o n a l  th e o ry  o f  bank Investm ent* i t  
would be ex p ec ted  th a t  a  m a jo r i ty  o f th e  banks would have
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an amount in  lo a n s  e q u a l to  ox1 g r e a te r  th a n  50$ o f re so u rc e s*  
A c tu a lly  o n ly  15 o f  th e  116 s t a t e  banks f a l l  In  t h i s  ca teg o ry *  
Twenty-two o f  th e  banka have le a s  th an  20$ of t h e i r  r e s o u rc e s  
In lo a n s  and one bank has le a s  th a n  5$*
T able 38
CLASSIFICATION OF LOANS OF LOUISIANA STATE BANKS AS A 
PERCENTAGE OF TOTAL RESOURCES*
An a  P ercen tag e  o r  T o ta l  R esources
1923 11*38 Q . o* *»o* 38*50
1924 10*37 10,66 36*78
1925 13*08 11*07 36 .97
1926 12*52 12*39 38 ,78
1927 11*06 10 .83 34 .70
1928 18*70 10 .06 39 .99
1929 13*55 10.44 54*93
1930 11*07 11.51 33 .38
1931 9*95 13*34 30*98
1932 9 .9 6 13*24 31,26
1933 4 .1 1 15 .38 26*91
1934 3*50 11*43 22*27
1935 5 .4 1 10*07 17.96
1936 3*19 8 .4 9 15 ,52
R e p o r t s  o f  th e  S ta te  Banks,  Sr.vln  .3 Banka and 'g rue t 
C oroan ies in  "the S ta te ^ o f  L o u isian a  .
Hie change by k in d s  of lo an s  f o r  s t a t e  banks i s  shown in  
T able 3 2 . V/ith b u t one e x c e p tio n  (1 9 2 9 ), th e re  has boon a 
downward tre n d  f o r  o th e r  lo a n s  and d isc o u n ts  s in c e  1925# T his 
ap p ears  to  b ea r out th e  c o n te n tio n  th a t  th e  p re s e n t sh o rtag e  
o f c o ra se rc ia l lo a n s  i s  due to  cau ses o th e r  th an  th o se  of a 
c y c l i c a l  n a tu re#  Loans secu red  by m ortgage, a lth o u g h  flue** 
tu n t in g  s l i g h t l y ,  show no d e f in i t e  tren d #  The i l l i q u i d  n a tu re  




p r o p o r t io n a te ly  la rg o ?  in  d e p re s s io n  y ea rs*  Demand lo a n s  in*  
c re a s e d  i r r e g u l a r l y  up u n t i l  1929* th e n  f e l l  O ff s l i g h t l y  f o r  
th e  n e x t th r e e  y ea rs*  The a b ru p t ohange from  1932 to  1933 
v a s  cau sed  by th e  f a i l u r e  o f  th e  *W  O rleans banks s in c e  th e y
Qg
h e ld  th e  b u lk  o f  th e  demand lo an s  f o r  th e  s ta te *
Table 33
CLASSIFICATION OF LOANS OF LOUISIANA NATIONAL BANKS AS A 
PERCENTAGE OF TOTAL RESOURCES*
 _  ,__________1983-1956
T ear
lo a n s  Secured (M mr lo a n s  
C o l l a t e r a l  Loans by Mortgage and D isco u n ts
_________ AS a  P ercen tag e  o f T o ta l AOSjfiBWfifJf.. .^ . . . . . . . . . . . . . . . . . . _ . . . . . . . . . . . .
1983 9*33 2*73 49 .11
1984 7*98 3*19 51*58
1985 10*15 4*03 48*04
1986 10*76 3*81 49*72
1927 11 .10 4*68 47*85
1988 11*96 3*46 43*46
1989 10*73 4*05 45*35
1930 10*27 6*40 43*23
1931 10*85 3*20 39*62
1938 8*86 6*57 33*17
1935 9*07 5*93 26*44
1934 6*24 4*73 20*99
1935^ 5*04 3*58 16*13
1936* 3*70 3*03 16*32
1Annual R eport o f  th e  c o m p tro lle r  o f  th e  Currency* 1923-
1935*
^ A b s tra c t o f  C o n d itio n  o f N a tio n a l B anks, F ebruary  15*
1937*
The changes in  th e  ty p es  o f  lo an s  h e ld  by th e  L o u is ian a  
n a t io n a l  banks from  1923 to  1936 a re  shown In  Table 33* The
g gTw entla th  B ie n n ia l  Report o f th e  S£ata  fijfflWhRg £ 9 *  
m is s lo n e r ,  1958-1953*
c la s s if ic a tio n  differ® s lig h tly  from tha t of the s ta te  banks; 
th e re fo re* an absolute comparison Is not possible* I t  w ill 
be noticed* however* that r e a l  esta te  mortgage loans coneti- 
tu te  a much smaller percentage of to ta l  resources for the 
Louisiana national banks than fo r the Louisiana s ta te  banks* 
The trend of other loans and discounts has been stead ily  
downward since 1984* C ollatera l loans for the Louisiana 
national banks have been stead ily  d e c l in in g  s in c e  1988*
T able 54 shows th e  im portance o f  each type  o f lo a n  to  
th e  in d iv id u a l  bank as o f  December 51* 1956* One bank r e ­
p o r te d  no " o th e r  lo a n s '1* and 34 banks r e p o r te d  " o th e r  lo a n s"  
as l e s s  th a n  10 p e r  c e n t o f re so u rc e s*  Only 19 banks re p o r te d  
more th a n  25 p e r  c e n t o f r e s o u rc e s  in  *bther lo a n s " —an accoun t 
once th o u g h t o f  a s  th e  c h ie f  source o f e a rn in g s*
Twelve banks had lo an s  secu red  by r e a l  e s t a t e  m ortgages 
e q u a l t o  o r more than  25 p e r  c e n t o f re so u rce s*  b u t none had 
more th a n  40 p e r  cen t*  ^ in e  banks h e ld  no  r e a l  e s t a t e  m ort­
gage lo an s*  S ix t y - e ig h t  o f  th e  banks f e l l  in  th e  range o f 
from  ml  p e r  c e n t t o  15 p er cen t*
Demand lo a n s  were r e l a t i v e l y  u n im p o rtan t f o r  most o f  th e  
L o u is ian a  s t a t e  banks* T h ir ty -se v e n  banks re p o r te d  no de­
mand lo an s  and 98 had demand lo an s  le s s  th a n  f iv e  p e r  c e n t 
o f  re so u rc e s*  In  one bank* demand lo an s were between 15 
and 20 p e r  c e n t o f t o t a l  re so u rce s*
T ab le  34
DISTRIBUTION OF LOUISIANA STATS BANKS AS TO PERCENTAGE OF 
TOTAL RESOURCES INVESTED IN (a) DEMAND LOANS, ( b ) LOANS SECURED BY REAL ESTATS
MORTGAGES AND ( c )  OTHER LOANS AND DISCOUNTS1
Percentage 
Loans Are o f 
t o t a l  Resources
(a ) Demand Loans
{b) R eal E s ta te  
Morttfatfe Loana (c ) O ther Loans
No. o f 
Banka
Per Cent o f 




Per Cent o f  
T o ta l NO* 
o f Banks
90 . o f  
Banks
Per Cent o f  
T o ta l Be. 
o f  Banks
0 37 31-90 9 7-77 1 .86
.1  - 5 61 52-59 22 18.97 12 10-35
5.1 - 10 11 9-48 25 21.55 21 18.10
10.1 - 15 6 5-17 21 18.10 18 15-52
15.1 - 20 1 .86 15 12.93 26 22.41
20.1 - 25 12 . 10*34 19 I 6.38
25.1 - 30 6 5*17 5 4.31
30.1 - 35 5 • 4.31 6 5-17
35.1 - 40 1 •86 1 .86
40 .1  - *5 7 6.04
T o ta l 116 100.00 116 100.00 116 100.00
R e p o r t s  o f  th e  S t a t e  Banka.  S a v in g s  Banka and T r u st  Companies i n  th e  S t a t e  o f  
L o u is ia n a , December 31, 193^* """
TO
In  a n a ly s in g  th e  investm en t p o l ic y  o f banks from  a
q u a n t i t a t iv e  v iew p o in t ,  b an k ers  p ro b ab ly  use  th e  r a t i o  o f
lo a n s  and d is c o u n ts  to  t o t a l  d e p o s its  more th an  any o th e r
ratio*®*7 The above r a t i o  I n d ic a te s  w hether a bank i s  g e t t in g
to o  h e a v i ly  in v o lv ed  w ith  s t r a i g h t  loans*  Safe and sound bank#
la g  h as a s  one o f  i t s  b a s ic  p r in c ip le s  th e  sp rea d in g  o f r i s k *
and t o  fo llo w  th e  p o l ic y  o r e x c e ss iv e  lo c a l  lo an s  i s  t o  over*
lo o k  t h i s  p rincip le*® ®  I f  a bank fo llo w s  a p o l ic y  o f  d iv e r*
a i f i c a t l o n ,  th e  lo a n  accoun t w i l l  o r d in a r i ly  n o t exceed 65$
o f d e p o s i ts  u n le s s  ,  o f  c o u rs e , th e  bank i s  borrow ing  h e a v ily
o r has an  u n u su a lly  la rg e  n e t  worth*®® A g e n e ra l s ta n d a rd  i s
s u b je c t  t o  c o n s id e ra b le  q u a l i f i c a t io n  s in c e  th e  p o s s i b i l i t i e s
o f d i v e r s i f i c a t i o n  th ro u g h  lo c a l  in v estm en t v a ry  w ith  d i f f e r *
80e n t  com m unities* F u rth e rm o re , i t  i s  n o t p o s s ib le  from  
b a lan ce  s h e e t  d a ta  to  d is t in g u is h  betw een lo c a l  lo an s  and 
such  p ap e r a s  b a n k e rs 9 accep tan ces  and h ig h  grade earner* 
c i a l  paper*  I t  seems s a fe  t o  assum e, how ever, t h a t  f o r  th e  
av erag e  c o u n try  bank th e  lo an  accoun t c o n s is ts  c h ie f ly  o f  
l o c a l  loans*
^ T r a n t ,  op* c 11 * * P* 834*
S8Rodk«7 ,  S ta te  BjUjk P a l ^ / e a  In jflaflMB* og* c £ t . ,
p* 85*
OQ
T re n t ,  op* cj^ t* , p* 234*
S O stevsnaon, a .  A . . A  T m J S S S i  o f  to g r lo a n  B anking, 
U n iv e r s i ty  o f M innesota P re s s ,  M in n eap o lis , 1934, p ,4 3 *
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T ab le  95
LOANS AND DISCOUNTS AS A PERCENTAGE 
OF TOTAL DEPOSITS
Y ear
L o u is ian a  - 
S ta te  Banks1
t o
L o u is ian a  
N a tio n a l Banks®
_  i i ) ..............
A ll Country 
Member Banks 
F e d e ra l Reserve 
System ($) 5
1983 71*95 7 6 ,5 6 68,50
1924 78*75 72 ,89 64*19
1926 72*56 8 0 ,7 5 65*64
1926 75*89 83 .64 66*14
1927 70*90 74 ,04 63*47
1923 69*46 74 ,24 65*23
1989 75*02 7 8 ,6 4 71*69
1930 67*14 78 .79 67*80
1951 70*57 71 .41 63*43
1932 69*96 63*20 60*98
1933 60*31 43*75 51*30
1934 45*23 36*59 40*71




®Annual R ep o rts  o f th e  C om ptro ller o f  th e  Currency* 1923-
1935•
^Annual R eports  o f  th e  F e d e ra l R eserve B oard, 1923-1935*
* A b s tra c t o f  th e  C ond ition  o f N a tio n a l Banks* F ebruary  
1 5 , 191FF;
^ F e d e ra l R eserve b u l l e t i n * M arch, 1957*
On an average  b o th  groups o f L o u is ian a  b an k s , d u rin g  the 
p e r io d  s t u d i e s ,  In v e s te d  a g r e a te r  p e r c e n t o f d e p o s its  In  
lo a n s  th a n  d id  the  c o u n try  member banks of th e  F e d e ra l Reserve 
System# The average f o r  th e  s t a t e  banks th rough  1931 was 
71*58$j f o r  th e  n a t io n a l  b a n k s , 76*31$, and f o r  th e  co u n try  
member b an k s , 66*24$# B eginning w ith  1933, th e  average f o r  
th e  coun tryM sfeer banks i s  g r e a te r  th a n  th a t  of th e  n a t io n a l  
banks o f th e  s ta te *  The co u n try  member banks r e a d ie d  t h e i r  
Peak in  1929 w hereas th e  L o u isian a  banks reach ed  t h e i r s  in
n1386# B eginning  w ith  1931, th e  downward t r e n d  1® th e  same 
f o r  a l l  th ro e  g ro u p s , and th e  p e rc e n ta g e s  f o r  193© a re  th e  
lo w es t f o r  th e  p e rio d #
T able  36
DISTRIBUTION OP STATE BANKS IN TERMS OF THE PERCENTAGE 
OF TOTAL LOANS AND DISCOUNTS TO TOTAL DEPOSITS1
P ercen tag e  o f $ o ta 'i Ifer tfanl o f
Loans and D isco u n ts Number o f Banks T o ta l Number
t o  T ^ ta i  P e p o s its of Banks
0 -  5 1 #8©
5 - 1 0 8 1*78
10 -  15 7 6 .03
1 5 - 8 0 10 3*60
80 -  25 8 6 ,9 0
25 -  30 14 12*07
3 0 - 3 5 14 12.07
3 5 - 4 0 6 5.17
4 0 - 4 5 18 15 .52
4 5 - 5 0 12 10*35
5 0 - 5 5 6 9 .17
5 5 - 6 0 8 6*00
6 0 - 6 5 3 2*59
65 -  70 3 2*59
70 -  75 1 •36
7 5 - 8 0 2 1*72
8 0 - 8 5 0 ♦00
8 5 - 9 0 1 .36
Over 00 0 *00
T o ta l 116 100*00
R eports Stjjte B^ke S e y l m p  B a^a ana ^ u s ,,
Companies# in  the  S ta te  o f L o u is ia n ^ # December 3IY 1.956*
The c o n d itio n  o f  th e  in d iv id u a l  s t a t e  banks w ith  re g a rd  
to  t h i s  r a t i o  i s  shown in  Table 36# Only seven o f  th e  116 
s t a t e  banks a re  above th e  65 p e r  c e n t standard#  I t  shou ld  be 
remembered th a t  t h i s  s ta n d a rd  i s  no t a b s o lu te  and th a t  lo c a l  
c o n d i t io n s  p la y  an im p o rtan t p a r t  In  deve lop ing  th e  p o lic y  
f o r  any bank# The chances f o r  d iv e r s i f i c a t i o n  in th e  one
vs
bank above 89  pep o en t a r e  ex c e e d in g ly  s l ig h t*  The problem  
p re s e n te d  by  th e  ta b le *  however* i s  no t one o f e x c e ss iv e  
l o c a l  lo a n s  b u t r a t h e r  one o f s o a ro l ty  o f lo c a l  lo a n s . F i f t y -  
s ix  banks have lo a n s  l e s s  than  35 p e r  c e n t o f d e p o s its*  tw enty  
banks l e a s  th a n  20 p e r cen t*  and one bank l e s s  th an  5 p e r cen t*  
I t  i s  e v id e n t  t h a t  th e se  banks have been fo rc ed  to  tu rn  to  
s e c u r i t i e s  o r s e rv ic e  ch a rg es f o r  t h e i r  Income*
The p r o f i t a b le n e s s  o f  r e a l  e s t a t e  lo a n s  has been  one o f 
th e  m ost h ig h ly  d eb a ted  q u e s tio n s  in  th e  f i e l d  o f baiik manage* 
s e n t*  and one o f th e  m ost in s id io u s  problem s in  th e  economies 
o f  banking* A lthough o b v io u sly  la c k in g  In  th e  n e c e ssa ry  l i ­
q u id ity *  r e a l  © s ta te  lo a n s  seem ingly  o f f e r  In  many o ases a 
h ig h  deg ree  of s a f e ty  w ith  a good r e tu r n  on th e  Investm ent# 
E s p e c ia l ly  has t h i s  form  of lo a n  been a t t r a c t i v e  to  co u n try  
bankors*  b u t i t  has alw ays proved to  be n o n - liq u id  and* 
th e r e f o r e , d ls a s te ro u s  In  c a se s  of emergency*
A lthough r e a l  e s t a t e  lo a n s  have no p la c e  In  t r u e  com­
m e rc ia l  banking* I t  has alw ays been c o n s id e re d  good banking  
p o l ic y  to  In v e s t  a  p o r t io n  of sav in g s  d e p o s i ts  In  such loans*  
T h is  i s  j u s t i f i e d  on th e  th e o ry  t h a t  sav in g s d e p o s its  r e p r e ­
s e n t  a  pennanent fund  and may bo s a f e ly  In v es te d  In  non- 
l i q u i d  a s s e ts *  I t  was recogn ized*  of course*  th a t  a lth o u g h  
th e re  would be w ithd raw als*  th e  tu rn o v e r would be r e l a t i v e l y  
sm all*  and new d e p o s its  would be added to  ta k e  t h e i r  p l a c e *31
51Rodkey* M ichigan Bank F a i lu r e s ,, gj>* c l t * » p* 20*
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As was p o in te d  ou t in  C hap ter I I I #  th e  a c t i v i t y  o f 
sa v in g s  d e p o s i ts  d u rin g  th e  d e p re s s io n  co m p le te ly  underm ined 
th e  id e a  o f a  perm anent in v estm en t rand# Savings d e p o s its  
w ere d e p le te d  to  a lm ost th e  same e x te n t  a s  demand d e p o s its#  
Even i f  9 ta n k e r  had fo llo w ed  th e  w ise p o lic y  o f in v e s t in g  
h is  demand d e p o s i ts  in  l iq u id  a s s e ts #  and had inve to d  h i  a 
sav in g s  d e p o s its  in  r e a l  e s t a t e  loons#  he would have been 
fo rc e d  to  moet th e  f i r s t  demands of a l l  d e p o s ito r s  from  th e  
l i q u i d  a s s e ts #  th u s  le a v in g  th e  rem a in in g  d e p o s ito r s  * (b o th  
t in e  and demand) funds t i e d  up in  i l l i q u i d  assets#®® C all*  
in g  upon th e  m ortgagor la  u s e le s s #  as he i s  u s u a l ly  unab le  
to  p la ce  th e  m ortgage e lsew here#
A p a r t  of th e  d i f f i c u l t y  oou ld  be overcome i f  more impor­
ta n ce  were p la c e d  upon th e  a b i l i t y  o f th e  borrow er to  meet 
th e  o b l ig a t io n  in s te a d  o f  th e  p re s e n t  p r a c t ic e  o f r e ly in g  
p r im a r i ly  \tpon th e  a p p ra ise d  v a lu e  o f th e  land#®®
The e x te n t  to  w hich the  L o u isian a  banks have in v e s te d  
t h e i r  tim e d e p o s its  in  r e a l  e s t a t e  m ortgage lo a n s  i s  in d i ­
c a te d  in  Table 37# There i s  no way to  d eterm ine  th e  amount 
o f  r e a l  e s t a t e  m ortgage bonds# I t  w i l l  be seen  th a t  th e  
s t a t e  banka have engaged much more e x te n s iv e ly  in  t h i s  f i e l d  
th a n  have th e  n a t io n a l  banks o r a l l  co u n try  member banks#
^ M a n u e l, R# W»# "P an ic  P roof Banking#*1 an ad d ress  be­
fo re  th e  Iowa Bankers A s s o c ia tio n , June# 1936#
^H odkey# M ichigan Bank F a i lu r e s , off# c i t .  # p# 22*
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Table 67
PERCENTAGE OP LOANS SECURED BY REAL ESTATE MORTGAGES
TO TIME DEPOSITS
t .  ,  M B fe M B fo --------------
. L o u is ian a  L o u is ian a  ~ C o u n t r y M e m b e r
~ f  S ta te  Banka* N a tio n a l Banks8 Banka* F.fUS**
1 (# ) (# ) 1 jSf)
1923 41 .05 20*81
1924 4 2 .7 4 21*30
1926 45 .08 2 3 .2 9
1926 60 .40 23*60
1927 4 2 .99 2 6 .8 5
1928 40 .07 2 7 .95 81 .83
1929 4 1 .64 8 3 .27 82 .13
1950 3 3 .55 56*26 20 .78
1951 4 4 .05 31*41 2 3 .8 6
1958 4 4 .9 1 32*54 26 .69
1955 50*66 28*46 24 .30
1954 4 0 .2 9 23*97 81 .07
1935 39 .37 18*99 8 4 .8 8
1956 57 .73 18 .34* 2 0 .6 6 °
o f thg  Banka, Sa^ nAB &ankB m fl ? ru g t
Companies in th e  S ta te  of*»ou i s  la n a * 1925-1956*
'" t  ^Atmaal  Reports of the Comptroller of the Currency, 
1025 to  iSSsj’ from 1 9 2 ;T“tol9& 7 the r e p o r t s  a re  Ifor June 30*
s Annual R eport o f  F e d e ra l Reserve B oard* 1980-1958* 
^ A b s tra c t o f C ond ition  of N a tio n a l B anks, F ebruary  16 ,
1957.
^ F e d e ra l R eserve B u l l e t i n , March* 1957.
On two o ccasions*  1926 and 1933* the  s t a t e  banks have 
av e rag ed  50# . T h i r ty - s ix  p e r  c en t in  1930 was the  h ig h e s t  
f o r  th e  n a t io n a l  banks in  L ouisiana*  and 2 5 .6 $  in  1932 f o r  
th e  co u n try  member b an k s .
There I s  a b s o lu te ly  no u n ifo rm ity  of p r a c t ic e  w ith  r e ­
g ard  to  th e  r a t i o  o f lo a n s  secu red  by r e a l  e s t a t e  m ortgages 
to  tim e d e p o s i ts  on th e  p a r t  of th e  s t a t e  banks* They range 
a l l  th e  way from th e  n in e  which have no m ortgages t o  th e  one 
w hich has m ortgage lo a n s  o f  alm ost 190# o f tim e d e p o s its*
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Table 58
d is t r ib u t io n  op stats banks according to the percentage „
OP LOANS SECURED BY NEAL ESTATE MORTGAGES TO TIME DEPOSITS*
(1956)
r e r o w ta g e  o f  Loans
c u red  by  R eal E sta te  Mort­
gages t o  Time D eposits
Number
w<X X#IU««MPI
T o ta l Not 
o f  Banin
0 9 7,78
X ** 5 5 2.80
5 1 m 10 4 8.4810 1 a» 15 8 6.90
15 X * 80 7 8.0480 X ** 86 8 6.90
85 X m 50 8 i . ts50 X ** 55 7 e.04
56 X •* 40 6 6.17
40 1 ** 45 5 8.69
46 X * 60 4 3*48
50 X m 55 8 6*90
56 X ** 60 5 4.31
60 1 ** 66 6 4.31
66 X • 70 8 1.78
TO 1 m 76 7 6*04
75 1 * 80 6 5,17
80 X ** 85 1 .86
86 1 • 90 0 *00
90 1 m 95 1 •86
95 X ** 100 X #86
100 1 - 105 4 3.46
105 1 ** UO 1 •86
UO 1 • 116 4 3.46
115 X ** 180 1 •86
180 X m 125 0 .00
185 X ** 150 0 .00
150 1 • 135 8 1.78
155 1 " 140 X •86
140 1 * 146 1 .86
146 X ** 160 0 •00
160 1 *" 165 8 1.78
166 X m 160 0 •00
160 1 m 165 0 .0 0
165 X m 170 1 •86
170 1 ~ 176 1 .86
175 X ** 180 0 .00
180 1 m 186 0 .00
185 1 - 190 X .86
Over 190 0 .00
T o ta l 'Hi ioo.do *
X roports o f  t t le S ta te  Banka. Savinas Banka and T ru s t
Companie a ISHtE$ W;a te  o f L o u is ia n a . December, 1956#
ijriy
F i f t y - f i v e  o f  th e  s t a t e  banks e re  in  th e  ran g e  above 80$ and 
n in e te e n  a re  above 100$ (T ab le  38)*
Any a tte m p t t o  s e t  up a d e f in i t e  s ta n d a rd  fo r  th e  r a t i o  
has th e  same shortcom ings a s  do a l l  a r b i t r a r y  s ta n d ard s*  The 
one bank w ith  th e  r a t i o  o f  190$ cou ld  be much more solvent 
th a n  th e  S i  banks w hich have r a t i o s  l e s s  th an  SO p er cen t*  
F urtherm ore a la rg e  n e t  w orth  or s ta b le  demand d e p o s i t s ,  sudh 
as th o se  o f  d i r e c t o r s  and o f f i c i a l s  o f many sm a ll b an k s , would 
a llo w  a  l a r g e r  r a t io *  But re c o g n is in g  t h a t  th e  q u a l i ty  i s  
param ount in  e v e ry  lo a n , and o v erlo o k in g  in d iv id u a l  p o a a i-  
b i l l t i e s  w ith  r e g a rd  to  n e t  w orth  and demand d e p o s i t s ,  i t  i s  
obvious t h a t  in  s e v e ra l  c a se s  demand d ep o s its  have been in v e s ­
te d  i n  i l l i q u i d  a s s e ts *
A fte r  two hundred and f i J ty  y e a rs  ex p e rim e n tin g , r e a l  
e s t a t e  lo a n s  c o n tin u e  to  be  one o f th e  g r e a te s t  dangers In  
c o s n s r c ia l  b a n k in g * ^
R eal e s t a t e  m ortgages a re  so  c lo s e ly  a l l i e d  w ith  in v e s t ­
m e n ts , s in c e  b o th  r e p re s e n t  f ix e d  a s s e ts  r a th e r  th a n  commer­
c i a l  a s s e t s ,  t h a t  i t  w i l l  be a p p ro p r ia te  a t  t h i s  tim e to  
d is c u s s  the  n a tu re  and t r e n d  of investm en t s e c u r i t i e s  h e ld  
by L o u is ian a  banks*
^ T r a n t ,  JT* B ,,* rh e  F u t i l i t y  o f  A ttem pts to  Make Bank 




I t  has alw ays been co n s id e red  a good p o lic y  f o r  banks 
t o  c a r r y  some o f  t h e i r  funds in  s e c u r i t i e s  in  o rd e r to  d i ­
v e r s i f y  t h e i r  e a rn in g  a s s e t s  and o b ta in  a w ider range o f 
e a rn in g s  u n d er v a ry in g  c o n d itio n s#  The im portance of h l$ h  
grade s r o r t - t e r m  bonds in  th e  secondary  r e s e rv e  accoun t 
has  been m entioned# In  a d d i t io n » banks o r d in a r i ly  c a r ry  o th e r  
bonds o f lo n g e r  m a tu r i t i e s  in  s h a t  m ight be c a l le d  a perm anent 
bond p o r t fo l io *  A c tu a lly  in  most ca ses  i t  i s  more o f a  t r a ­
d in g  acco u n t s in c e  one o f th e  c h a r a c t e r i s t i c s  o f  th e  modern 
bond m arket l a  c o n s ta n t  ''sw itc h in g "  on th e  p a r t  o f  banks*
Table 30
C1ZANGE8 IN INVESTMENTS IN LOUISIANA BANES
1983-1938




N a tio n a l
BankaS T o ta l
1983 $44,009 # 18,134 $ 62,143
1924 37,013 13,207 60 ,220
1925 46,938 14,793 61,731
1986 50,693 18,788 63,381
1987 61,466 16,689 77,044
1988 73,089 16,161 89,260
1989 66,742 14,936 81,678
1930 66,236 17,744 83,980
1931 70,976 25,443 96,419
1938 80,076 24,304 104,379
1935 23,968 60,660 84,608
1934 32,040 82,109 114,149
1935 39,661 1 0 8 ,7 7 6 . 143,437
1936 50,970 134,696* 186,666
C aapanlea In  tKe S ta te ' o f  L o u is ia n a . 1923-1936.' aafl Saak
1936
gAnnual R eports  of th e  C om ptro ile r o f th e  C urrency * 19S3*
* A b a tra c t o f  R eports o f  gagtfrkm 2 l N atio n a l Banka, 
F eb ru ary  15# 1937 •
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The changes In  th e  amount o f  s e c u r i t i e s  c a r r i e d  by a l l  
L o u is ia n a  banka a r e  shown in  Table 39* The amount dropped 
o f f  from  1983 t o  1084 and th e n  in c re a s e d  s t e a d i l y  th ro u g h  
1928, fallowed by a s l i g h t  d e c lin e  in  1989* Since th e n , th e  
t r e n d  h as  been  s t e a d i l y  upward* w ith  th e  e x c e p tio n  o f 1933*
T able 40
S2CUKOTT INVESTMENTS AS A PERCENTAGE OF TOTAL RESOURCES
>923-1936
t e a r
L o u is ia n a  
S ta te  Banks* 
(50
L o u isian a  
N a tio n a l Banks'9 
_ _. „ (*)
b 'ountry Sember 
Banks. F*R*S#&
______m  _
1983 10*98 13*56 26*60
1984 3*98 10*29 27*38
1985 10*48 10*19 87*12
1986 11*65 8*92 27*41
1927 13*38 11*42 29*00
1988 16*14 10*91 23*54
1989 15*13 10*10 87*28
1930 16*88 15*39 29*89
1931 80*70 20*00 32*74
1938 23*41 20*89 34*63
1935 24*81 88*68 36*95
1934 29*26 31*07 36*59
1935 30*96 36*30 34*46te
1936 32*74 37*854 40*88®
Comp
^D ep o sits  o f  th e  S ta te  gafiM j Sgv i ^ a % n k a  g_adl 
an iea  in  The S ta te  o f L o u is ia n a . 1923-1956*
^Annual R eports of. th e  C om ptro ller o f  th e  Cur ren cy  * 
1925-1935*
gAnnual R eports  o f th e  F e d e ra l R eserve B oard* 1923 to  
1935 . ^
Febr ua r y " R*p<>rta ^  S S S S O im  jgf N a tio n a l B anks, 
f e d e r a l  R eserve B u lle t in *  March* 193V*
I t  w i l l  be seen from Table 40 th a t  u n t i l  r e c e n t  y e a rs  
s e c u r i ty  Investm en ts  have been a much sm a lle r  p e rcen tag e  o f 
t o t a l  r e s o u rc e s  In  L o u isian a  banks than  in  co u n try  member 
banks* From 1923 th ro u g h  1930* s e c u r i t i e s  averaged  13# o f
BO
re s o u rc e s  f o r  s t a t e  b an k a , XI# fo r  n a t io n a l  b an k s,  and 27 «S# 
f o r  c o u n try  member banks# Slnoe 1950, how ever, s e c u r i ty  In*  
v es tm en ts  have become ouch an in c re a s in g ly  g re a te r  p ro p o r tio n  
o f th e  re s o u rc e s  o f  a l l  L o u is ian a  banks th a t  th e re  I s  l i t t l e  
d i f f e r e n c e  in  any o f  th e  g ro u p s , th e  av e rag es  b e in g  313# f o r  
th e  s t a t e  b an k s , 37# f o r  th e  n a t io n a l  b an k s , and 40# f o r  th e  
c o u n try  member b a n k s , in  1936*
The change In  th e  p ro p o r tio n  o f r e s o u rc e s  In v e s te d  in  
s e c u r i t i e s  has come about o h ie f ly  th ro u g h  th e  medium o f 
Government b o n d s , a lth o u g h  th e re  has a l s o  been a  s ia a b le  In ­
c re a s e  In  th e  amount o f  o th e r  bonds, s to c k s  and s e c u r i t i e s  
(T ab le  41)# In  th e  s t a t e  banks in  1923, government bonds con­
s t i t u t e d  b u t 2#93# o f  re so u rce s#  From 1923 th ro u g h  1931, th e re  
was l i t t l e  ch an g e , b u t b eg in n in g  w ith  1932, th e  p ercen tag e  has 
been  In c re a s in g  s t e a d i l y ,  and by 1936, amounted to  13,73##
Other b o n d s , s to c k s  and s e c u r i t i e s  in c re a se d  from ap p ro x i­
m a te ly  3# in  1923 to  19# in  1936 f o r  th e  s t a t e  banks# In  
th a t  c a s e ,  how ever, th e  upward tre n d  began In 1924 and re ac h e d  
i t s  peak o f 21# In  1934# The p e rcen tag e  In c re a se  on th e  b a s is  
o f t o t a l  r e s o u rc e s  from 1923 th ro u g h  1936 was 270# f o r  govern* 
ment s e c u r i t i e s  and 137# f o r  "o th er*  s e c u r i t i e s #  The l a t t e r ,  
how ever, co n tin u e  to  form  a g r e a te r  p ro p o r tio n  o f  th e  t o t a l  
re s o u rc e s  o f  s t a t e  banks th a n  th e  form er#
In  th e  n a t io n a l  b an k s , the  p ercen tag e  on the  b a s is  o f 
t o t a l  re so u rc e s  f o r  each type o f s e c u r i ty  I s  v ery  s im ila r  
t o  the  In c re a s e  fo r  s t a t e  b an k s , a lth o u g h  h a rd ly  as g rea t*
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Government bonds In c re a s e d  202$ and o th e r  s e c u r i t i e s *  120$* 
The r e l a t i v e  im portance of th e  ty p e s  o f s e c u r i t i e s  in  th e  
n a t io n a l  banks in  L o u is ian a  i s  th e  re v e r s e  o f  t h a t  in  th e  
a t a t e  banks* a s  th e  governm ent s e c u r i t i e s  form  a much la r g e r  
p ro p o r t io n  o f  t o t a l  re so u rc e s  th an  do "o th e r*  s e c u r i t ie s *
The in c re a s e  in  governm ent s e c u r i t i e s  has taken  p la ce  la r g e ly  
i n  th e  n a t io n a l  banks s in c e  1932* th e  y e a r  in  which o th e r  
s e c u r i t i e s  reac h ed  t h e i r  peak*
Table 41
CLASSIFICATION OF INVESTMENTS BY TYPES IN LOUISIANA BANKS 
AS A PERCENTAGE OF TOTAL RESOURCES 
____________________________ 1923*1936
S ta te  &>nks^ ' ' "  SatlomX™
Year u n i te d  S ta te s  Government 
($)
O ther





S e c u r i t i e s
(JO
1923 2*93 7*99 9 .7 2 3*84
1924 1*52 7 .4 6 5*68 4*61
1925 2*00 8*48 6*78 3*41
1926 1*48 10*17 5*15 3*76
1927 3*76 10.12 7*03 4*39
1926 2*99 13*15 6*76 4 .1 4
1929 1*21 13*92 5*62 4*48
1930 •59 16*23 5*56 7*83
1931 2*49 18*21 9*07 10*72
1932 5*40 18*01 10*00 10*89
1933 5*65 19*16 20*35 7*83
1934 8*08 21*13 22*88 6*19
1935 9*96 20.99 22 *57 8*98
1936 13*78 18*96 29*38® 8*47*
aR eporta o f  th e  S ta te  g ^ k e ,  Savlnga g ia k a j p d  'x’r u a t  
Companies in  th e  S ta te  of L b u ia ian a , 1923 to  1936*
R eport of th e  C o inp tro iler o f  th e  C urrency . 1923*
1935*
^ A b s tra c t o f  Repoi’t s  of C ond ition  of N a tio n a l Banks*• M o e w M f e *  mgEm mmmm
F eb ru ary  15 f 1937 •
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A d i s t r i b u t i o n  o f  s t a t e  banks on December 3 1 , 1936, as 
to  th e  p e rc e n ta g e  o f t o t a l  re so u rc e s  in v e s te d  in  each  type 
o f  bond r e v e a ls  w id e ly  d i f f e r e n t  p r a c t ic e s  b u t l i t t l e  undue 
c o n c e n tr a t io n .(T a b le  4 8 ) ,  T w enty-five o f th e  banks h e ld  no
governm ent b o n d s, 54 h e ld  no L o u is ian a  s t a t e  b o n d s, and seven
h e ld  no "o th e r  bonds, s to c k s  and s e c u r i t i e s " ,  Less th a n  10% 
o f  r e s o u rc e s  were in v e s te d  in  governm ent bonds in  101 b an k s , 
in  L o u is ian a  s t a t e  bonds in  95 b an k s , and in  " o th e r  b o n d s, 
s to c k s  and s e c u r i t i e s "  in  39 b an k s , 14ore th an  20% o f re s o u rc e s  
were in  th e  form  of government bonds in  5 s t a t e  b an k s , in  
L o u is ia n a  s t a t e  bonds in  2 b an k s , and in  "o th e r  b o n d s, s to c k s  
and s e c u r i t i e s "  in  38 banks*
Prom t h i s  i t  i s  e v id e n t th a t  most of th e  s t a t e  banks have
p a r t i c ip a t e d  to  a  g r e a te r  e x te n t  in  th e  purchase o f  "o th e r"
s e c u r i t i e s  th an  in  government and in  L o u isian a  s t a t e  b o nds. 
S ince th e  bond p o r t f o l i o  i s  n o t a v a i la b le ,  an a n a ly s is  r e l a ­
t i v e  to  th e  q u a l i ty  of bonds h e ld  I s  n o t p o s s ib le ,
A b e t t e r  Idea  o f th e  change w hich has come about In  th e  
n a tu re  of th e  ea rn in g  a s s e t s  o f L o u is ian a  banks may be gained  
from  Table 4 3 , Which g iv e s  the  tre n d  of th e  r a t i o  o f m ortgage 
lo a n s  p lu s  Investm en ts  to  t o t a l  lo a n s ,  d isc o u n ts  and in v e s t ­
m ents f o r  b o th  L o u is ian a  s t a t e  and n a t io n a l  b a n k s . T his I s  
n o t a  t r u e  p ic tu r e  of " c a p i ta l  a s s e ts "  v e rsu s  "com m ercial 
a s s e ts "  as the amount o f c o l l a t e r a l  lo an s  i s  n o t o b ta in a b le  
f o r  th e  s t a t e  banks and was n o t In c lu d ed  fo r  th e  n a t io n a l  
ba tik s , A tru e  " c a p i t a l  a s s e ts "  r a t i o  would be h ig h e r  by th e
Table 42
DISTRIBUTION OF STATE BANES AS TO PERCENTAGE OF 
TOTAL RESOURCES INVESTED IN (a ) STATE BONDS, (b) UNITED STATES GOVERNMENT BONDS
AND (c ) OTHER BONDS, STOCKS AND SECURITIES1
Percentage 
S e c u ritie s  a re  
o f T o ta l Resources
(a i L ou isiana 
S ta ts  Bonds
(b) U nited S ta te s  
Government Bonds
(e ) O ther Bonds. 
S tocks and S e c u r itie s
Ho. o f 
Banka
P er Cant o f  
T o ta l Ho. 
o f Banks
Ho. o f 
Banks
Per Cent o f  




Per Cent o f  
T o ta l lb*  
o f  Banks
0 5* 46.55 25 21.55 7 6.03
a  -  5 26 22.41 51 ♦3-97 13 11.21
5*1 -  io 13 11.21 25 21-55 19 16.38
l o . i  -  15 14 12.07 6 5.17 24 20.69
15.1 -  20 7 6.04 4 3-*5 15 12.93
20.1 -  25 2 1.72 3 2.59 U 9-48
25.1 -  30 0 .00 11 9 .48
30.1 -  35 1 .86 7 6.04
35-1 -  *o 0 .00 5 4.31
40.1 -  45
45.1 -  50
1 .86 3
1 ‘ ■M
50.1 -  55 0 •00
T o ta l U 6 100.00 116 100.00 116 100*00
^R e p o rts  o f  th e  S ta t e  B anks, S av ings Banks and T ru s t  Companies I n  th e  S ta te  o f  L o u is  i -  
December J I ,  i935*
G>
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amount o f  c o l l a t e r a l  loans*  The r a t i o  g iv e n * how ever,  la  
a u f f lo l e n t  t o  show th e  d r a s t i c  change which has tak en  p la c e  
in  th e  e a rn in g  a s s e ts *
Table 43
REAL ESTATE MORTGAGE LOANS AND INVESTMENTS AS A PERCENTAGE OP 
TOTAL LOANS, DISCOUNTS, AND INVESTMENTS OF LOUISIANA BANKS 
_____________________________ 1923-1956 ________ ___________
Y ear S ta te  Banks^
( # ) _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
N a tio n a l Banks®
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  (#> . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -
1923 29 .34 24 .57
1924 28 .22 19.64
1925 30.39 20 .78
1926 33.79 19.56
1927 34.67 19,98
1928 36 .48 20 .58
1929 34.86 19.95
1930 38 .92 26 .98
1931 45.76 33.31
1932 4 7 .0 6 39.53
1933 56.44 49 .36
1934 61.22 56.81
1935 67 .15 64 .71
1936 68.79 67.14®
^R eports  of th e  S ta te  ^ a n k s  ^ v lgga Banks and T ru s t 
Companies in  th e  & tate o f  ^ou iiT ftna.
^Annual He p o r ts  o f th e  C om ptro ller o f the C urrency , 1923-
1 9 3 5 .,
5 A b s tra c t o f R eports  of C ond ition  o f N a tio n a l Banks* 
F eb ru a ry  1 5 , 19^7 •
In  1924, m ortgage lo an s  and s e c u r i ty  h o ld in g s  o f  a l l  
s t a t e  banks c o n s t i tu t e d  b u t 29# o f t o t a l  e a rn in g  a s s e ts  
(T ab le  4 3 ) .  By 1936 , th e  r a t i o  had In c rea sed  to  a lm ost 09#* 
For th e  n a t io n a l  banks i t  had In c rea sed  from 24*5# to  67#. 
The change would n o t ap p ear t o  be a p ro d u ct of th e  r e c e n t  
d e p re s s io n , in  th a t  th e re  has been a s l i g h t  t r e n d  upward 
th ro u g h o u t th e  p e r io d .  The g r e a te s t  changes have ta k e n
85
p la c e  s in c e  1950# I t  la  p o s s ib le  th a t  th e  t r e n d  may have 
re a c h e d  l t a  peak aa th e re  was a co m p ara tiv e ly  a l i g h t  in c re a se  
in  th e  s t a t e  banks f o r  1936 over 1935# and an a c tu a l  d e c lin e  
In  th e  n a t io n a l  banks#
T able 44
DISTRIBUTION OF STATE BANKS IN TERMS OF THE PERCENTAGE 
OF REAL ESTATE MORTGAGE LOANS AND INVESTMENTS 
TO TOTAL LOANS, DISCOUNTS AND INVESTMENTS* 
____________________________ 1936
P ercen tag e  o f t t e a l  E s ta te  
M ortgage Loans and In v e s t­
m ents to  T o ta l  Loans# D is­
co u n ts  and In v estm en ts
Number 
o f  Banks
Per Cent o f 
T o ta l Number 
o f  Banks
0 -  10 0 *00
10 -  15 8 1*72
15 -  80 0 *00
80 -  25 2 1*78
85 -  30 3 2*59
30 -  35 3 2*59
35 -  40 4 3*45
40 -  45 7 6*03
46 -  50 1 •86
GO -  55 6 6*90
55 -  60 7 6*03
60 — 65 18 10*53
65 -  70 17 14*66
70 -  75 15 18*93
75 -  80 10 8*62
30 -  85 8 6*90
85 — 90 7 6*03
90 -  95 8 6*90
95 -100 2 1*72
T o ta l 116 100*00
^R eports of th e  S ta te  Banks# Savings **anka and T ru s t 
Companies in  tS e  S ta te  o f* L o u is ia n a * IS c e W e r 31« YoKT#
The p o l ic ie s  of th e  in d iv id u a l  s t a t e  banka v ary  con­
s id e r a b ly  w ith  r e g a rd  to  the  p ro p o r tio n  o f t o t a l  e a rn in g  
a s s e t s  w hich a re  made up of m ortgage lo an s  and investm en ta  
(T ab le 44) •  Two banka have le a s  th an  15#$ two have more
86
th a n  95#* S ix ty -n in e  hanks f a l l  In  th e  rang© from  50 to  
8 0 # , and 94 a re  betw een 50 and 95$ .
In  view o f  th e  p rece d in g  In f  orm ati on , I t  would appeal* 
t h a t  in  l e u l s l a n a ,  as  e lsew h ere  j th e  th e o ry  o f  com m ercial 
bank o r  e d i t  and in v estm en t p o lio  le a  and th e  a c tu a l  p r a c t ic e  
a re  e n t i r e l y  d i f f e r e n t*  For tii© average L o u is ian a  bank , ap» 
p ro x im o te ly  68# o f  i t s  e a rn in g  a s s e t s  a re  in  m ortgage lo a n s  
and in v e s tm e n ts ,  no t in c lu d in g  lo a n s  secu red  by s to c k s  and 
bonds* N in e ty -fo u r  o f  th e  116 s t a t e  banks have more th a n  
50# o f  e a rn in g  a s s e t s  o f such  a n a tu re *  The cau ses f o r  th e  
change in  th e  n a tu re  o f  th e  e a rn in g  a s s e t s  o f  L o u isian a  banks 
a re  p r im a r i ly  th e  same as  th o se  f o r  th e  c o u n try  a s  a w hole9 
a  b r i e f  rev iew  o f w hich has been given* A lthough t h i s  con­
d i t i o n  need n o t cause im m ediate a la rm , i t  has been p o in te d  
o u t th a t  r e c e n t  e x p e rie n c e  has d e a l t  a s e r io u s  blow to  th e  
n s h i f t  a b i l i t y ” th e o ry  o f bonk assets*®® Long-term  bonds and 
r e a l  e s t a t e  m ortgages are  s u b je c t  to  se v e re  p r ic e  d e c lin e s  
and do n o t ta k e  th e  p lace  o f tim e l iq u id  a s s e ts *
Loans and Investm en ts
A s tu d y  o f  th e  combined lo an  and investm en t ac co u n ts  
shows p r a c t i c a l l y  th e  t o t a l  amount of c r e d i t  ex tended  by 
banks* In  a n a ly s in g  th e  tre n d s  and p o l ic ie s  w ith  re g a rd  to
ae
See page 56*
mth e  so u rce  o f fu n d s f two r a t i o s  w i l l  be u se d : (1 ) t o t a l  lo a n s
and in v es tm en ts  to  t o t a l  d e p o s i t s ;  and (2 ) t o t a l  lo an s  and in -  
v es tm en ts  to  n e t  w orth#
The r a t i o  o f  t o t a l  lo a n s  and Investm en ts to  t o t a l  depoe- 
i t s  shows th e  amount o f  funds in v e s te d  by a  bank as compared 
to  i t s  c h ie f  so u rce  o f  funds*  When th e  r a t i o  exceeds 100$f# 
i t  u s u a l ly  in d ic a te s  t h a t  a  bank i s  borrow ing  e x c e ss iv e ly *  
a lth o u g h  a p ro p o r t io n a te ly  h ig h  n e t  w orth  would a llow  a h ig h e r  
r a t i o * 56 A low r a t i o  on th e  o th e r  hand In d lo a te s  th a t  a bank 
i s  n e t  p ro p e r ly  u t i l i s i n g  i t s  funds*
Table 46
PERCENTAGE OF TOTAL LOANS AND INVESTMENTS 
TO TOTAL DEPOSITS FOR ALL LOUISIANA BANKS
1923-1936
Y ear
L o u isian a
S ta te  Banka1 
_____ (*)
L o u is ian a  
N a tio n a l Banks" 
_______ ( «
1923 86*18 94*14
1924 83 ,87 85*63
1926 85*14 93 .76
1926 90*46 95*39
1927 38.P4 80 *20
1926 89 ,69 83*01
1929 91*99 91*69
1950 87*38 92*73




1935 74 .89 65*94-
1936 68*90 66*12
Companies I n  t5 e  Ig la te  o f " lo u ie la n a V
1923-1535 
1937*
^Annual R eports of th e  C om ptro ller o f  th e  C urrency , 
*9 *
A b s tra c t o f C ond ition  o f R a tio n a l B anks. F eb ruary  18 ,
56T ra n t ,  op* c l t ** p .236*
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The r a t i o s  f o r  a l l  L o u is ian a  banks from  1983 to  1936
a re  G iven in  Table 45# The average f o r  th e  p e r io d  f o r  th e
s t a t e  banka i s  87# and f o r  th e  n a t io n a l  banks# 86## The
h ig h  f o r  th e  s t a t e  banks was 100## in  1938# and fo r  th e
n a t io n a l  banks# 97# In  1931# I t  la  in t e r e s t i n g  to  n o te  th e
s i m i l a r i t y  i n  th e  tre n d  o f the  r a t i o s  f o r  th e  two groups
*
d u r in g  th e  p e rio d #  The in c re a se  in  d e p o s i ts  w ith o u t a l ik e  
In c re a se  in  c r e d i t  ex ten d ed  by th e  banks i s  re s p o n s ib le  f o r  
th e  d e c l in e  d u rin g  r e c e n t  y ea rs#
The in v estm en t p o lic y  o f th e  in d iv id u a l  banks when 
t e s t e d  by th e  r a t i o  o f  t o t a l  lo an s and Investm en ts to  t o t a l  
d e p o s i ts  shows wide v a r ia t io n s  (T able 46}# Three banks had 
in v e s te d  l e s s  th a n  85# o f  d e p o s its *  and two had In v es te d  
more th a n  100## The m ost r e p r e s e n ta t iv e  range  was 70# to  
75##
As was s t a t e d  in  th e  a n a ly s is  o f th e  r a t i o  o f lo an s to  
d e p o s its *  th e  problem  i s  n o t one o f o v e r~ ex ten slo n  o f c r e d i t  
b u t in  many ca se s  a la c k  of s u f f i c i e n t  e a rn in g  a s s e ts  to  
y i e ld  a  p r o f i t #  Of c o u rs e , In  many o f ttm  r u r a l  banks the 
c ro p  lo a n s  have been r e p a id  In  December and th e re  Is  l i t t l e  
o th e r  o p p o r tu n ity  f o r  lo c a l  c r e d i t  e x ten s io n #  There is *  
however# a d e f in i t e  sh o rtag e  o f com m ercial paper s u i ta b le  
f o r  bank investm en t in  most l o c a l i t i e s #
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Table 46
DISTRIBUTION OF STATE BANKS AS TO THE PERCENTAGE 
OP TOTAL LOANS AND INVESTMENTS 
TO TOTAL DEPOSIT S i 
_________________________1936
P ercen tag e  o f T o ta l  
Loans and Investm en ts  
to  T o ta l  D ep o sits
Number o f  Banks
Per Cent of 
T o ta l Number 
o f  Banks
0 m 80 0 *00
80 mm 85 3 2*59
85 m 50 1 #86
30 mm 35 3 8*59
36 • 40 3 2*59
40 • 45 5 2*59
45 mm 50 8 6*90
50 mm 55 6 5*17
55 mm 60 13 11*81
60 mm 65 7 6*05
65 mm 70 11 9*48
70 - 75 15 18*93
75 mm 80 10 8*68
80 • 85 7 6*03
85 «• 90 18 10*38
90 • 95 8 6*39
95 - 100 4 3*45
100 mm 106 1 *86
105 mm 110 0 •00
110 mm 115 1 *86
Over 115 0 *00
T o ta l 116 100*00
^R eporta o f  th e  S ta te  Banks, Savlnns Banks and T ru s t 
Companies in  t5 e  S ta te  o f H ^ l s l 'a n a Y  December "SlV 'tgjft*
Tho second r a t i o  w hich se rv e s  as an In d ic a to r  o f  th e  
in v estm en t p o l ic y  as compared w ith  th e  source  o f  funds I s  
th e  r a t i o  o f t o t a l  lo an s  and in v estm en ts  to  n e t w orth* This 
p la n  ta k e s  in to  c o n s id e ra tio n  app rox im ate ly  the  t o t a l  c r e d i t  
ex ten d ed  and th e  amount of c a p i t a l  employed by a bank#®1?
® ?T rant# op* c l t »« p* 230*
0 0
A h\&x ra tio  would indicate that too muck cred it had boon 
extended as compared with the investment o f stockholders#
A low ra tio *  on the other hand* would r e su lt in  § sm aller 
return on the stockholders* investment# a r e la t iv e ly  high  
r a t io  on tha part o f one hank aa compared with others m y  
not always m m  th at tha hank la  over»estenaing cred it#  
V a r ia tio n  say  occur because o f the fo llow in g reasonsi
* • p s la tlv a lr  Ig&m  fflm  l>w oaits«*»-A sm aller working 
raaarva la  required undor ordinary conditions against time 
dapoaltai hanca a greater amount o f funda w ill ha availab le  
fa r  investment* as i t  has already bean pointed o u t, however# 
under cer ta in  cond itions tin e  d ep osits become p ra ctica lly  
as estiva as demand deposits#
8# g i l l  Money Necessary»«~Ths in d u str ia l conditions o f  
a oamenanity end the proxim ity o f a bank to  a Federal lie serv e  
bank determine to  a large exten t tha amount o f t i l l  money 
Which i t  i s  necessary to  carry# naturally  the sm aller the 
smount necessary# the greater the amount which may be in** 
vested#
8# Amount <jf Money fffed ug JLg Cash Item e# ^ g h ls item i s  
sim ila r  to  (6)# in  that funds are tie d  up in  cash items 
rather than in  Investments#
A# Amount o f BorroBfec#
•The trend o f the r a tio  o f loans and investments 
to  net worth fo r  tou islana banks is  given in
* p# 881#
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Table 47# The average f o r  th e  a t a t e  banks la  608# and f o r  
th e  n a t io n a l  banka 652#* In  o th e r  w ords, lo an s and in v e s t ­
m ents av erag ed  abou t s ix  tim es n e t  w orth  in  th e  s t a t e  banks 
and ab o u t 6*5 tim es n e t  w orth  in  th e  n a t io n a l  banks* Since 
1933, th e  r a t i o  f o r  th e  s t a t e  banks has been much l e s s  th an  
th a t  f o r  th e  n a t io n a l  banks* The Sew O rleans banks la r g e ly  
accoun t f o r  th e  d i f f e r e n c e ,  s in c e  th ey  o p e ra te  on a  r e la ~  
t i v e l y  g r e a t e r  r a t io *
T able 47
RATIO OF TOTAL LOANS AND INVESTMENTS TO NET WORTH
1983*1938
T ea r S ta te  Bahks^















^R eports o f  th e  S ta te  Ban k s ,  Savin g s  Banks and T ru s t 
C om pan ies In  th e  £>tatiT^of L o u is ia n a , I923(«» 19o8«
^Annual R eporta o f th e  C om ptro ller o f  th e  C urrency , 1923<
1935#_ t ,  n
® A betract o f Condit io n  o f  N a tio n a l banks, F ebruary  15 ,
1937.
The e x te n t  to  which the s t a t e  banks v ary  w ith  re g a rd  to  
th e  r a t i o  o f  t o t a l  lo an s  and in v estm en ts  to  n e t  w orth  i s  
in d ic a te d  in  Table 48* They range a l l  o f th e  way from 100#
mt o  900#* The m ost r e p r e s e n ta t iv e  ran g e  la  300*350#* Only 
51 banks* however* f a l l  below th a t  range*
T able 40
DISTRIBUTION OF STATE BANKS IN TERMS OF THE PERCENTAGES 
OP TOTAL LOANS AND INVESTMENTS TO NET WORTH* 
______  1936_____________
F sre e n ta g s  ©? T o ta l  
Loans and In v e s t­
m ents to  Net Worth
NUwfber o f  Banks
Per Cent o f  
T o ta l Number 
o f  Banks
0 m 100 0 *00
100 m 150 6 5*17
150 m 800 6 5*17
800 m 250 8 6*90
850 - 300 11 9*48
300 «• 350 18 15*52
350 - 400 9 7*76
400 m 460 11 9*43
450 m 500 14 18*06
500 m 550 11 9+43
550 • 600 4 3*43
600 m 650 4 5*45
650 • 700 2 ** r*w J*%tO
700 «• 750 6 # ,  6 .17
750 . 800 2 J T  1 .73
800 m 850 3 2 .6 9
850 « 900 1 *36
900 tm 950 0 *00
T o ta l 116 100*00
•^Reporta of th ® s jjg te  Banka, gs.«M  SMJ&Hfl*
Companies In  th e  s t a t e  o f  L o u is ia n a * December 5 1 . 1956*
A lthough In  th e  f i n a l  a n a ly s is  th e  q u a l i ty  o f th© p o rt*  
f o l i o  I s  th e  a ll* Im p o r ta n t f a c to r*  from  a mere q u a n t i ta t iv e  
s ta n d p o in t*  i t  would appear th a t  no s t a t e  bank has unduly  
ex ten d ed  c r e d i t  in  p ro p o r tio n  to  i t s  n e t worth*
F ixed A sse ts
F ixed  a s s e t s  in c lu d e  banking-house f u r n i tu r e  and f ix *  
tu r e f l f and o th e r  r e a l  e s t a t e  owned* S ince th© banking house
03
i s  u s u a l ly  n on -Inc  can© p roducing  p ro p e r ty ,  i t  would seem 
th a t  a s  l i t t l e  as was n e c e ssa ry  would be In v es te d  In  t h i s  way# 
In  many I n s ta n c e s ,  how ever, more money has been p u t In to  
b u i ld in g s  th an  was a t  a l l  J u s t i f i a b le #  In  some in s ta n c e s ,  
i t  has been  w ith  th e  d e s ire  to  r e n t  o f f ic e  sp ace ; In  o th e r s , 
t o  e r e c t  an  im posing b u i ld in g  m erely  to  s a t i s f y  th e  v a n i ty  
o f  th e  men who d i r e c t  the  bank# Even though th e  b u i ld in g  
may be more p r o f i t a b le  th an  any o th e r  p a r t  o f  th e  b u s in e s s ,  
i t  sh o u ld  be remembered th a t  r e n t in g  o f f ic e s  I s  n o t banking#
The " o th e r  r e a l  e s t a t e "  r e s u l t s  p r im a r i ly  from  f ro a e n  
r e a l  e s t a t e  m ortgage lo an s#  A good le n d in g  p o lic y  shou ld  
re n d e r  i t  u n n ec essa ry  to  f o r e c lo s e ,  and even  i f  a t  tim es 
f o r e c lo s u r e s  ta k e  p la c e ,  th e  p ro p e r ty  shou ld  be d isp o sed  o f 
or w r i t t e n  down on th e  books o f th e  bank as q u ic k ly  a s  p o s- 
s ib  l a .  89
The changes in  th e  t o t a l  amount In v e s te d  In f ix e d  a s ­
s e t s  by  a l l  L o u is ian a  banks from 1023 to  1936 are g iv en  In  
T able 49# The changes were r e l a t i v e l y  sm a ll u n t i l  th e  
a b ru p t d rop  from 1932 to  1933# Of th© f> 17 ,113 ,000  d rop  in  
th e  amount o f  f ix e d  a s s e t s  h e ld  by s t a t e  b a n k s , $14 ,933,000 
was in  th e  New O rleans banks#
39S teveneon , op# c i t # ,  p# 42#
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Table 49
CHANGES IN FIXED AS3ETS OF ALL LOUISIANA BANKS
5 K F T 5 3 in g
December 31
"d ta te ” "... [
Banks*
N ational! J 1 
Banks® T o ta l
1923 $17*543 $7,710 $85,859
1924 19*328 7,061 87,889
1925 20*696 8,469 89 ,156
1926 21*753 8 ,561 30,314
1927 26*159 8 ,776 34 ,935
1926 25*436 9 ,087 34,588
1929 25*570 9 ,407 34,977
1930 22*849 8 ,534 31 ,383
1931 23*109 8 ,8 8 6 31,995
1932 21*791 7 ,359 80 ,160
1933 4*676 0 ,180 13,805
1934 4*578 9 ,701 14,879
1935 4*949 9 ,810 14,759
1936 4*468 5,5488 14,016
^R eports  o f th e  S ta te  Banka* Savings Banka and T ru s t 
C0B P a n le a l5” tE e State^oT"A<,uislSna* -------- ----*
2Annual R eporta o f th e  C om ptro lle r o f th e  Currency** ... . . .......  -..—A v W  ■
gA b a tra c t o f  C o n d itio n  o f n a t io n a l  Banka a F eb ruary  15*
1937*
T able 50 shows th e  p e rcen tag e  o f t o t a l  re so u rc e s  In v e s te d  
by L o u is ia n a  s t a t e  and n a t io n a l  banks in  f ix e d  a s s e ts *  The 
av erag e  f o r  th e  fo u r te e n -y e a r  p e r io d  f o r  th e  s t a t e  banks was 
5$* The h ig h e s t  p e rce n tag e  was 6*7$, in  1931* and th e  lo w est 
2*8$, In  1936* The average p e rcen tag e  of t o t a l  re so u rc e s  in ­
v e s te d  in  f ix e d  a s s e ts  by L o u isian a  n a t io n a l  banks was 5«i 
The h i p e s t  p e rce n tag e  was 6.9$* in  1931* and th e  low est*
2*4$* in  1936* There appears to  be l i t t l e  o r no c y c l i c a l  
tre n d * b u t th e  r a t i o  has d ec reased  f o r  b o th  groups o f banks 
s in c e  1932*
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Table SO
FIXED ASSETS AS A PERCENTAGE OF TOTAL RESOURCES 
OF LOUISIANA BANKS 
_____________ 1963*1936

















1955 4*74 4 *84
1954 4*17 3 .6 7
1955 3*86 3*33*
2*681956 2*86
R e p o r t  a o f th e  S ta te  Banka, Savings Banka and T ru s t 
Companies in  tHe S ia te  o ~ L o u is  ia n a  * 1&23~1W6* ""
^Annual R epo rts  o f  th e  C o m p tro lle r o f th e  C urrency .  
1923-lb35.
^Abstract of Condition of National Banka. February 18. 
1937. ~ ~
The s t a t e  banks on December 3 1 , 1936, showed a wide 
v a r i a t i o n  w ith  re g a rd  to  t h i s  r a t io *  The c la s s  hav ing  th e  
g r e a t e s t  number o f banks was 1#~8$* For 108 bankL thepercentage m s 
l e s s  th a n  10$ , b u t f o r  one , i t  amounted to  a lm ost 30$
(T .b le  51)*
I t  ha8 been s t a t e d  th a t  th e  n e t  w orth  o f  a  bank se rv e s  
as a  s a f e ty  cu sh io n  f o r  the  p ro te c t io n  o f th© d e p o s ito rs*
To th e  e x te n t  t h a t  th e  funds re p re s e n tin g  n e t  w orth  a re  t i e d  
up in  f ix e d  a s s e t s ,  th ey  canno t be e a s i l y  reg a in ed *  I t  I s  
g e n e ra l ly  b e l ie v e d ,  th e r e f o r e ,  th a t  banks should  l im i t  t h e i r
96
in v e s tm en t t o  a  p ro p o r t io n  o f  t h e i r  n e t  w orth# Bom  a u th o r­
i t i e s  recommend n o t ware th a n  30 p e r  e e n t*^0
T able 51
DISTRIBUTION OF STATE BANKS AS TO THE PERCENTAGE 
OF TO^AL RESOURCES INVESTED IN BANKING HOUSE, FURNITURE, 
AND FIXTURES, AND OTHER REAL ESTATE* 
_____________________________ 1956
^Percentage o f  iotaST
R esources In v e s te d Number o f  Banks T o ta l  Number
in  F ixed  A sse ts o f Banks
C► 9 7 ,7 6
0 ee 1 10 8 .6 2
1 .1 - 2 21 18*10
2 .1 • 3 10 8 .6 2
3 .1 «• 4 11 9 .4 8
4 .1 «• 5 14 12 ,07
5#1 • 6 13 12 .93
6 .1 «» 7 6 4 .3 1
7 .1 3 4 3 .4 5
a . l - 9 4 3 ,4 5
9 .1 • 10 3 4 .3 1
1 0 .1 • 11 3 2 .5 9
1 1 .1 • 12 0 .*00
1 2 .1 • 13 1 *36
1 3 .1 - 14 2 1*73
14.1 • 16 1 *36
15.1 • 29 0 *00
29.1 m 30 1 .36
T o ta l 116 1 0 0 .0 0
^R eports o f  th e  S ta te  Banka# Savln m  Banka and T ru s t 
CoapanTea ln  tfie f f ta te  o i^ L o u is la n a ,  tieoew&er ^l7T9SB» r
S e c tio n  24a o f  th e  F e d e ra l R eserve A ct, as amended June 
1 6 , 1933, p ro v id e s  t h a t  "no n a t io n a l  bonk, w ith o u t th e  ap­
p ro v a l o f th e  C om ptro lle r o f  the  C urrency , and no s t a t e  mem­
b e r  b an k , w ith o u t th© ap p ro v a l of th e  B oard, s h a l l  in v e s t  in
40 I b td .
9*7
bank p re m is e s , o r  i n  s to c k  ox* o b l ig a t io n s  o f ,  ox1 make lo a n s
t o  o r  upon th e  s e o u r i ty  o f  th e  s to c k  o f ,  any c o rp o ra t io n
h o ld in g  I t s  bank p re m is e s , i n  an  ag g reg a te  sum exceed ing
41th e  amount o f  th e  b a n k 's  c a p i t a l  s to o k .
T able 58
FIXED A3SETS AS A PSRCEHTAOE OF NET WORTH 
__________________ 1923-1936
T ea r L o u is ia n aS ta te  Banks^
L o u is ian a  ’ 
N a tio n a l Banks2
Country Member 
B anks, F .R .S .3
1925 44 #54 49.90 25 .44
1924 46#85 52.71 8 7 . 8 S
1925 48 #02 53.66 88 .78
1926 49 #70 53.59 8 9 .8 8
1927 58#70 54.85 8 9 .6 3
1928 54#78 53.29 2 0 .9 5
1929 53#8l 52 .58 28 .41
1930 49 #48 47 .70 88*37
1951 51.72 54.86 30 ,57
1952 49 .80 30.92 33 .88
1953 27 #92 43 .81 33.84
1954 2 4 .7 5 42.83 34 ,07
1955 24 .8 5 40.74  . 34,6S„
1986 2 3 .18 37 .92* 34.90®
■‘•R eports o f  th e  S ta te  Banka. S a v ly a  Banka and T ru s t 
Companies in  th e  S ta te  o r L o u is ia n a # 1925-1956.
^Annual R eports o f  th e  C am p tro ile r o f  tfoe C urrencye 
1983-155BT
s  Annual R eports  o f F e d e ra l Reserve B oard, 1983-1935# 
^ A b s tra c t o f  th e  C o n d itio n  o f  R a tio n a l Blanks # F eb ruary  
1 5 , 1 9 ^ T
^ F ed e ra l R eserve B u l l e t in # March, 1937#
The average r a t i o  o f f ix e d  a s s e ts  to  n e t  w orth  fo r  b o th  
groups o f L o u is ian a  banks and f o r  a l l  co u n try  member banks 
o f th e  F e d e ra l Reserve System i s  g iven  In  Table 58#
**Annual Rgport o f F ed e ra l Reserve, B oard# 1953, p# 40#
For b o th  th e  L o u is ian a  s t a t e  and n a t io n a l  banks th e  
r a t i o  v es  above th a t  o f  th e  c o u n try  member banks o f  th e  
F e d e ra l  R eserve System u n t i l  1035 when th e  s t a t e  banks 
dropped below  th e  c o u n try  member banks# From 1903 th rough  
1931# th e  average f o r  th e  s t a t e  banks was 50*8#; f o r  th e  
n a t io n a l  banks# 52*5#; and f o r  th e  co u n try  member banks# 28*6#* 
W hereas f o r  b o th  groups o f L o u is ian a  banks th e  r a t i o  has de­
c re a s e d  s in c e  1933# f o r  th e  c o u n try  member banks# i t  has in ­
c rea sed *  I t  would ap p ear t h a t  th e  s i t u a t i o n  In  L o u is ian a  
i n  1936 i s  much b e t t e r  th an  In  some o f th e  p a s t  y e a r s ;  f o r  
I n s ta n c e ,  1927# when th e  r a t i o s  were 68*7# f o r  th e  s t a t e  
banks and 54*5# f o r  th e  n a t io n a l  banks* Both groups a re  
now a t  t h e i r  low f o r  th e  p eriod*
From Table 53 i t  w i l l  be se en  th a t  e le v e n  of. th e  s t a t e  
banks have in v e s te d  an amount g r e a te r  th a n  50# o f t h e i r  n e t  
w o rth  In  f ix e d  a s s e ts *  In  one bank th e  r a t i o  i s  a lm ost 
95#* F or 72 banks th e  r a t i o  i s  le a s  th an  30$#
I t  i s  n o t c o r re c t#  of course# to  assume th a t  th e  e le v e n  
banks w hich have in v e s te d  more th an  50# o f t h e i r  n e t  w orth  
In  f ix e d  a s s e t s  a re  fo llo w in g  an unw ise p o licy *  Th© le n g th  
o f  tim e w hich a bank lias been o p e ra tin g  and the  s iz e  and 
c h a ra c te r  o f  I t s  b u s in e ss  a re  f a c to r s  which have a b e a rin g  
on th e  ra tio#*®  A newly o rg an ized  bank u s u a l ly  w i l l  show a
42How to  Analyze a  Bank1a S ta te m e n t* Banker*s P u b lish ­
in g  Company# New Y ork,“ p* 20*
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h ig h e r  r a t i o  th a n  an o ld ,  e s ta b l i s h e d  i n s t i t u t i o n .  F u r th e r ­
m ore , many banks have had to  f o re c lo s e  m ortgages w hich were 
ta k e n  a s  s e c u r i ty  f o r  lo a n s .  The f a c t  rem a in s , how ever, t h a t  
th e  ty in g  up o f  a  g r e a te r  p ro p o r tio n  of w orking c a p i t a l  i n  
n o n - l iq u id  a s s e t s  in d ic a te s  an ex trem ely  u n h e a lth fu l  co n d i­
t i o n .
Table 65
DISTRIBUTION OF STATE BANKS IN TERMS OF THE PERCENTAGE 
OF FIXED ASSETS TO NET WORTH*
-______________________ 1956______________________
re rc e n ta g e  o f ~J“ * TeFTe»5r~o7
F ixed  A sse ts Number o f Banks T o ta l Number
t o  Net Worth of Banks
0 9 7 ,7 6
, 1 - 5 4 3 ,4 5
5 ,1  -  10 9 7 ,7 6
1 0 ,1  -  15 15 1 1 ,2 1
1 5 ,1  -  20 11 9 ,4 8
2 0 ,1  -  25 16 13,79
2 5 ,1  -  50 10 8,62
5 0 ,1  -  55 8 6 ,90
5 5 ,1  -  40 7 6,04
4 0 ,1  -  45 9 7 ,7 6
4 5 ,1  -  50 9 7 ,7 0
5 0 ,1  -  55 1 ,8 6
5 5 ,1  -  60 8 1 ,7 2
6 0 ,1  -  65 3 2 ,59
6 5 ,1  -  70 2 1 ,72
7 0 ,1  -  75 1 ,8 6
7 5 ,1  -  80 1 ,36
80*1 -  95 0 •00
9 5 ,1  —100 1 ,8 6
T o ta l 116 1 0 0 ,0 0
^R eports  o f  S ta te  Banks* Savings Banks and T ru s t Com­
p a n ie s  in  tKe SEate o f  L o u is ia n a , December 31« IwSo,
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SummaryJSSSSBBmmnm
From th e  fo re g o in g  a n a ly s is  i t  I s  ap p a re n t th a t  th e  
g r e a t e s t  change In  th e  u se  o f  bank funds In  L o u is ian a  d u r­
in g  th e  p e r io d  s tu d ie d  has been  th e  d e c lin e  o f  com m ercial 
lo a n s  and th e  in c re a s e  o f  c a p i t a l  lo a n s  and Investm ents*  
Such a  change may s e r io u s ly  endanger b o th  th e  l i q u i d i t y  
and tb s  p r o f i t a b le n e s s  o f  com m ercial banks* a s s e ts *
An a n a ly s is  o f  th e  e a rn in g s  and expense t r e n d s  sh o u ld  
h e lp  to  u n d e rs ta n d  f u r th e r  th e  e f f e c t s  o f  t h i s  change*
CHAPTER V
EARNINGS AND EXPENSE TRENDS 
OP LOUISIANA NATIONAL BANKS, 1923-1935
Im portance
A bank s a y  m a in ta in  a  h ig h  deg ree  o f  s a f e ty  and 
l i q u i d i t y ,  h u t i f  i t  f a i l s  to  ea rn  r e g u la r ly  a  re a so n ab le  
r e tu r n  on c a p i t a l  in v e s te d  th e  management i s  co n s id e red  a  
f a i lu r e *  The fu n c tio n  o f  e a rn in g s  i s  th re e - fo ld ?  to  in ­
duce c a p i t a l  i n to  th e  b u s in e s s , to  p r o te c t  s to c k h o ld e rs  
and to  en a b le  th e  b u s in e s s  to  o p e ra te  w ith  ea se  d u rin g  a  
d ep ress io n *  I f  banks do n o t pay r e tu r n s  to  owners eq u a l to  
t h a t  p a id  by o th e r  b u s in e s s e s  o f  eq u a l r i s k ,  c a p i t a l  w i l l  n o t 
o n ly  cease  to  flow  In to  th e  b u s in e ss  b u t much now In  w i l l  be 
withdrawn* As p o in te d  o u t in  c h a p te r  1X1, th e  s to c k h o ld e r s 1 
e q u ity  c o n s t i tu t e s  one o f  th e  main f a c to r s  th a t  make f o r  
s a f e ty  o f  d e p o s ito rs*  S u rp lu s  comes from e a rn in g s  and In ­
c re a s e s  th e  e q u i ty  o f  s to c k h o ld e rs*  The p o lic y  o f  accumu­
l a t i n g  re s e rv e s  f o r  p r o te c t io n  a g a in s t  d e p re s s io n s  i s  so  
w e ll e s ta b l i s h e d  t h a t  p r a c t i c a l l y  ev e ry  c o rp o ra tio n  p ra c ­
t i c e s  i t *
I t  i s  th e  pu rpose  o f  t h i s  c h a p te r  to  examine th e  tre n d s  
in  th e  e a rn in g s  and expenses o f  L o u is ian a  banks and to  p o in t  
o u t any im p o rtan t changes* D ata r e l a t i v e  to  th e  e a rn in g s  
and expenses o f  L o u is ian a  s t a t e  banks d u rin g  th e  p e r io d  a re  
n o t a v a i la b le ,  b u t in  view  o f th e  f a o t  t h a t  th e re  was l i t t l e
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d if f e r e n c e  In  th e  in v ea tm en t p o l i c i e s  o f  th e  s t a t e  end 
n a t io n a l  banka I t  l a  b e lie v e d  t h a t  th a  t r e n d  f o r  n a t io n a l  
banka I n  L o u is ia n a  l a  ty p io a l  o f  a l l  L o u is ia n a  banks* In  
a d d i t io n  to  th e  d a ta  on a l l  n a t io n a l  banks in  L o u is ian a  
th e r e  l a  a l s o  p re s e n te d  some In fo rm a tio n  com piled by th e  
F e d e ra l D eposit In su ra n ce  c o rp o ra tio n  p e r ta in in g  to  th e  
e a rn in g s  and expenses o f  a l l  In su re d  banka in  th e  s t a t e  f o r  
th e  y e a r  1935*
In  a n a ly s in g  th e  e a rn in g s  and expense tre n d s  o f  n a t io n a l  
banks# a l l  item s have been computed as  a  p e rce n ta g e  o f  t o t a l  
g ro ss  ea rn in g s*  By t h i s  method i t  I s  p o s s ib le  to  show n o t 
on ly  th e  g e n e ra l  tre n d  b u t a ls o  th e  changes In  th e  r e l a t i v e  
im portance o f  th e  v a r io u s  item s which in  th e  f i n a l  a n a ly s is  
d e te rm in e  th e  p r o f i t  o f  a  bank* R a tio s  have been worked o u t 
on th e  b a s is  o f  a  com parison o f  b o th  d iv id e n d s  and n e t  addl*  
t lo n s  to  p r o f i t s  to  th e  c a p i t a l  s tru c tu re *
The changes in  d o l l a r  amounts f o r  th e  n a t io n a l  banks a re  
shown In  T able 54* and th e  change In  th e  item s as a  p e rcen tag e  
o f  g ro ss  e a rn in g s  in  T ab le 55* The ea rn in g s  and expenses o f  
a l l  In su re d  banks in  th e  s t a t e  to g e th e r  w ith  a  com parison 
w ith  a l l  in su re d  banks in  th e  U nited  S ta te s  a re  p re se n te d  in  
Table 56*
Gross E am ln g s
The g ro ss  e a rn in g s  o f  L o u is ian a  n a t io n a l  banks reached  
t h e i r  peak o f  $7*914,000 in  1934* This in c lu d es*  however*
M l t  54
EA8HIH9S AHD EXPENSE TS13HDS OF^ UXJISIAHA KAXIOHAE BASKS* 
Years Sadia® June 30 , 1923-1935  
  ( la  thousands o f d o lla rs)
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1W ” '1W  1928 1927 1926-----1925 ' 1924......192i
E a rn iiy a
In terest and D lscounfon  Loans 
In terest and dividends on bonds f 
stocks and se c u r itie s  
C ollection  charges* comi&iasiojos* 
fe e s , etc*
Service charges on deposit accounts 
Other earnings
T otal gross earnings (a)
Expenses 
S a la ries and wages 
In terest on d ep osits  
In terest and discount on borrowed money 
Taxes
Other expenses
T otal expenses (b)
Set earnings (a  -  b z c) 
Hecoveriea
On loans
On bonds, stocks and other se c u r itie s  
A ll other
T otal recoveries (d)
T otal net earnings, recoveries, 
etc* ( o f  d :  e)
Losses and D epreciation  
On loans
On bonds, stocks and other se c u r it ie s  
On banking house furniture and fix tu res  
Other lo sse s  and depreciation
T otal lo s se s  end depreciation  ( f )
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6,013 - 5,429-4 5,547 5,556
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56 X43 92 172 96 (ROt av a ilab le )
0 3 7 36 2 (Rot ava ilab le)6 11 10 __48 52 (Hot av a ilab le)65 152 :T S 5 .257 150 202 145 279 171
i f  712 2,540 2,177 2,167 2,087 2,393 1,913 1,988 1,844
78a 719 399 896 645 6 l5   ^ 408 817 662
SS 114 49 62 51 26 1 2 7 5
90 147 131 114 126 (Hot ava ilab le)42 165 M 103 41 345 ‘ 325 160 . 112I,'OH 1,145 646 5 3 7 5 “ 855 986 735 1,184 799
710 1,395 1,531 992 1,224 1,407 ; 1,178 804 1,045
969 1,058 1,113 1,018 1,063 1,066 1,165 1,247 1,228
♦Annual Report o f th e  Com ptroller o f  the  Currency.  1923-1935.
Table 55
E A m im s m b  KKPmsm tren d s o r  L ou isian a n a tio n a l banks*
(1923- 1935)
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 _______(As a Percentage o f  T o ta l Gross Earnings)___________vwr 1 iw  ' T931 iSff i$& i4£a 'M f  11 f f s r "  i ^ n,TT w  a=w f
S a r^ lM 8  
In te r e s t  end Discount on Loans 
In te re s t  and Dividends on Bonds, 
stocks and s e c u r i t ie s  
C o llec tio n  charges, commissions, 
fe e s , e t c .
Service charges on d ep o sit accounts 
O ther ea rn ings
T o ta l g ross earn ings (a)
Expenses 
S a la rie s  and wages 
In te r e s t  on dep o sits  
In te r e s t  and d iscoun t on borrowed money 
Taxes
O ther expenses
T o ta l expenses (b)
Bet earnings (a -b sc )
R eco v eries
On loans
On bonds, stocks and o th e r s e c u r i t ie s  
A ll o th e r
T o ta l reco v erie s  (d)
T o ta l n e t ea rn in g s, re c o v e rie s , 
etc* (c fo re )
Losses and D epreciation
On loans
On bonds, stocks and o th e r s e c u r i t ie s  
on banking house fu rn itu re  and f ix tu re s  
O ther lo sse s  and d ep rec ia tio n
T o ta l lo s se s  and d ep rec ia tio n  ( f )
Bet ad d itio n  to  p r o f i t s  (e -fag )
Dividends
R atioss
Dividends to  C ap ita l 
Dividends to  C a p ita l and Surplus 
Bet A dditions to  P ro f i t  to  C ap ita l 
Bet ad d itio n s  to  p r o f i t  to  C ap ita l 
and Surplus
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Tafela 56
BA8HIHGS MO EXPENSES OF INSURED COJaffiRCIAL BANKS
NATIONAL AND STATS 1
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For th e  Y ear Ending December 3 1 , 1935
Item s
’■’iS Ila r  fo u n ts------
1b  Thousands
' L o u is ia n a
^ m n m r w
D ep o sits  
U*S*A* EaT
" T e r ’ fKJO o f  
G ross erngs^ 
t? *3 *A • La^
£arr*4nff«
I n t e r e s t  ana d is c o u n t on lo a n s
I n t e r e s t  and d iv id e n d s  on bonds, s t o c k s ,e t c .
C o l le c t io n  c h a rg e s , f e e s ,  e tc*
S e rv ice  charge©
O ther e a rn in g s
T o ta l  o p e ra t in g  e a rn in g s
Expenses 
S a la r ie s  and wages 
I n t e r e s t  on d e p o s its  
I n t e r e s t  on borrow ed money
Taxes
O ther expenses 
T o ta l  expenses




























































N et e a rn in g s  from  c u r re n t  o p e ra t io n s 440,843 3,190 1.00 .85 29.32 25.21
R e c o v e rie s , p r o f i t s  on s e c u r i t i e s *  e tc *  
On lo an s
On b o nds, s to c k s ,  e tc *


















T o ta l  r e c o v e r i e s » .e tc* 431,056 2 ,7 9 6 •99 •75 29 .17 22.10
T o ta l  n e t  e a rn in g s  p lu s  r e c o v e r ie s ,  e tc* 871,899 5,986 1-99 1.60 58.99 47.31
L o sse s  and < fep r$ o !a ti* s
On lo an s
On bonds, s to c k s ,  e tc *
On banking  h o u se s , e tc *






















l * l |
3*51
T o ta l  lo s s e s  and d e p r e c ia t io n 666,167 3,225 1 .5 2 .86 45.07 25.49
N et a d d i t io n s  to  p r o f i t s 205,732 2 ,7 6 1 .4 7 •7* 13 .92 21.82
D ividends 211,181 1 ,161 .48 •31 14.29 9.18
Balance to  u n d iv id ed  p r o f i t s 5,4*9* 1 ,600 .01* •*3 •37* 12.64
Net p r o f i t  p e r  $100 c a p i t a l  and s u r ­
p lu s  (26 * 30) ( d o l l a r s ) 3*93 7.23
Number o f  banks 14,106 148
* Loss
Icom piled  by F e d e ra l  D e p o s it In su ran ce C orporation*
100
th e  New O rleans hanks which p r i o r  to  1933 war# members o f  th e  
s t a t e  system * The n e x t h ig h e s t  p o in t  was $7*724*000 in  1930# 
Between 1983 and 1930* th e  tr e n d  was upward w ith  o n ly  s l i g h t  
v a r ia t io n s *  There w ere marked d e c lin e s  in  1931* 1932* and 
1933 w ith  a  sudden r e v iv a l  in  1934*
The t o t a l  g ro ss  o p e ra t in g  e a rn in g s  o f  a l l  in su re d  banks 
in  L o u is ia n a  i n  1933 amounted to  $12*653*000* T his was eq u a l 
to  3*39£ p e r  #100 o f  d e p o s i ts  as compared w ith  3*36# f o r  a l l  
In su re d  com m ercial banks i n  th e  U n ited  S ta te s*
The p r in c ip a l  so u rce  o f  g ro ss  e a rn in g s  th ro u g h o u t th e  
p e r io d  i s  from  i n t e r e s t  and d isc o u n t on lo an s*  The amount 
rem ained f a i r l y  c o n s ta n t u n t i l  1931 when i t  s u f fe re d  a  r a th e r  
heavy d e c lin e  which was fo llow ed  by more se v e re  d e c l in e s  in  
1938 and 1933* There was a  s tro n g  reco v ery  In  1934 succeeded 
by a  s l i g h t  r e c e s s io n  in  1935*
The s ig n i f i c a n t  f a c t  concern ing  t h a t  item  i s  i t s  c o n tin ­
uous d e c l in e  s ln o e  1983 a s  a  p e rcen tag e  o f  g ro ss  ea rn in g s*
In  1983* 36*6# o f  g ro ss  e a rn in g s  came from th e  acco u n t; by 
1936* th e  p e r  c e n t had dropped to  68 #4$* In  view  o f  th e  
f a c t*  however* th a t  in  1935 lo an s  and d isc o u n ts  c o n s t i tu te d  
on ly  24#6# o f  th e  re so u rc e s  o f  n a t io n a l  banks* and were eq u a l 
to  on ly  70# o f  investm en ts*  i t  would appear t h a t  th e  account 
i s  by f a r  th e  m ost p r o f i t a b le  f o r  th e  average bank*
F o r a l l  In su re d  banks in  th e  s t a t e  In  1935* th e  I n t e r e s t  
and d is c o u n t on lo a n s  amounted to  $1*76 p e r  $100  o f  d e p o s its#
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T iila wae ap p ro x im a te ly  20$ h ig h e r  th a n  th a  average o f  #1*46 
f o r  a l l  th e  in s u re d  banks o f  th e  eountry*
I n t e r e s t  and d iv id e n d s  on bonds, s to c k s ,  and s e c u r i t i e s  
have in o re a se d  b o th  i n  amount and as a  p e rce n tag e  o f  g ro ss  
ea rn in g s*  Sueh a  change i s  to  be ex p ec ted  w ith  th e  b an k s ' 
in o re a se d  h o ld in g s  o f  in v estm en t s e c u r i t i e s *  In  1927, th e  
I n t e r e s t  ite m  c o n s ti tu te d . 6*83$ o f  g ro ss  Income a s  compared 
w ith  29«26$ in  1933* The ab ru p t change came between 1931 and 
1932 when th e  p e rc e n ta g e  was a lm o st doubled* I n t e r e s t  and 
d iv id e n d s  on s e c u r i t i e s ,  how ever, a re  n o t as Im p o rtan t a 
so u rce  o f  revenue f o r  L o u is ia n a  banks as f o r  th e  banks a s  a  
whole in  th e  U n ited  S ta te s#  In  1936, th e  item  c o n s t i tu te d  
ab o u t 30$ o f  th e  g ro ss  income f o r  th e  in s u re d  L o u is ia n a  
banks a s  compared w ith  ap p ro x im ate ly  37$ f o r  a l l  th e  in su re d  
banks# On a  b a s is  o f  $100 o f  d e p o s i t s ,  such e a rn in g s  were 
$1#01 in  L o u is ia n a  and $1#24 in  th e  U nited  S ta te s*
C o lle c tio n  c h a rg e s , com m issions, f e e s ,  e tc * ,  com prise 
a  g r e a te r  p ro p o r t io n  o f  g ro ss  e a rn in g s  th a n  fo rm e rly , a s  
th e r e  h a s  been an In c re a se  in  bo th  th e  amount and p ro p o r tio n  
in  r e c e n t  y ea rs#  I t  acco u n ts  f o r  ab o u t 6$ o f  g ro ss  e a rn in g s  
f o r  L o u is ia n a  banks as compared w ith  3$ f o r  a l l  banks i n  th e  
U n ited  S ta te s#
The in c re a s e  in  th e  im portance o f  s e rv ic e  ch arg es a s  a  
so u rce  o f  income d u rin g  th e  th r e e  y e a rs  f o r  which th e  Informa-* 
t l o n  i s  a v a i la b le  shows th a t  many banks a re  ad o p tin g  th e
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p o lic y  o f  p u t t in g  a l l  acco u n ts  on a  pay ing  b a s is#  in  1980# 
s e rv ic e  ch a rg e s  accoun ted  f o r  n e a r ly  3$ o f  th e  g ro ss  income 
o f  a l l  th e  in su re d  hanks in  th e  s t a t e ,  and was p r a c t i c a l l y  
th e  saute as  th e  average in  th e  u n i te d  s ta te s *
O ther e a rn in g s , whioh in c lu d e  f o r  th e  n a t io n a l  hanks th e  
a d d i t io n a l  Item s o f  Income from th e  t r u s t  departm en t and from 
th e  fo re ig n  d ep a rtm en t, fu rn is h e d  ap p ro x im ate ly  14$ o f  th e  
t o t a l  g ro ss  e a rn in g s  d u r in g  th e  perio d #  The fcv,end was up* 
ward th ro u g h  1950 h u t h as  been d e c l in in g  s i n e s . th a t  tim e .
Expenses
S a la r ie s  and wages have become th e  c h ie f  Item  o f ex* 
pense  f o r  th e  n a t io n a l  hanks w ith in  r e c e n t  years*  In  1985, 
s a l a r i e s  and wages p a id  were eq u a l to  85$ o f  th e  g ro s s  ea rn*  
in g s  o f  th e  hanks; by 1955, th ey  averaged  50$, There was 
l i t t l e  d i f f e r e n c ^ ^ 66L o u is ia n a  and th e  U n ited  S ta te s  a s  a  
i&iole In  t h i s  re sp e c t*  The mere f a c t  th a t  a  bank pays a 
h ig h  r a t i o  o f  g ro ss  e a rn in g s  in  th e  form o f  s a l a r i e s ,  how* 
e v e r ,  does n o t always r e s u l t  in  l e s s  p r o f i t s *  Low s a l a r i e s  
o f te n  prove to  he a  f u r th e r  expense r a th e r  th a n  a d e s ire d  
economy. A lso where a hank h as la rg e  demand d e p o s its  i t  i s  
to  he ex p ec ted  t h a t  th e  s a l a r i e s  and wages w i l l  he g r e a te r  
s in c e  more c l e r i c a l  work i s  involved#
©is p ro p o r tio n  o f  i n t e r e s t  p a id  to  g ro ss  e a rn in g s  h as  
been s t e a d i ly  d e c lin in g  s in c e  1931# B efore th e n , i n t e r e s t  
had been th e  p r in c ip a l  hank * o p era tin g  expense. With th e
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e l im in a t io n  o f  i n t e r e s t  on demand d e p o s i ts  and th e  low erin g  
o f  th e  r a t e  on s a v in g s , i n t e r e s t  payments have become second 
t o  s a l a r i e s  and w ages. In  1935, i n t e r e s t  payments f o r  a l l  
In su re d  L o u is ia n a  banks were e q u iv a le n t to  ap p ro x im ate ly  18# 
o f  g ro ss  e a rn in g s , which was p r a c t i c a l l y  th e  same a s  th e  
average  o f  1 8 .6$  f o r  th e  u n i te d  S ta te s*
I n t e r e s t  on borrowed money f o r  a l l  in su re d  L o u is ia n a  
banks i n  1936 amounted to  o n ly  *13$ o f  g ro ss  ea rn in g s*  There 
was no pronounced tre n d  d u r in g  th e  p e r io d , th e  c h ie f  c h a r  a© » 
t e r l s t i e  b e in g  I r r e g u la r  f lu e tu a t lo n s . In  1929 i t  amounted 
to  5*65$ and had d ec reased  to  1*86$ in  1981* From 1933 to  
1934 I t  dropped from  2 . 66$ to  .2 6 $ . I t  i s  n o t l i k e l y  to  
become im p o rta n t as an ex p e n d itu re  in  th e  n e a r  f u tu r e  because 
th e  u n u su a lly  la rg e  cash  re s e rv e s  h e ld  a t  th e  p re s e n t tim e 
w i l l  in  m ost ca ses  be adequate  to  ta k e  ca re  o f  th e  needs o f  
th e  b an k s .
The p e rc e n ta g e  o f  ta x e s  p a id  to  g ro ss  e a rn in g s  i s  th e  
one item  w h ic h  shows l i t t l e  o r  no change, th e  average f o r  th e  
p e r io d  b e in g  7 .5 $ . I t  a p p e a rs , how ever, t h a t  ta x  ex p e n d itu re s  
c o n s t i tu t e  a g r e a te r  p e rcen tag e  o f  g ro ss  Income f o r  L o u is ian a  
In su re d  banks th a n  f o r  a l l  in su re d  banks In  th e  U nited
S ta t e s ,  th e  amount p a id  in  1933 was 8 «&# f o r  L o u is ian a  and 
5 . 5$ f o r  th e  n a t io n .
The f i n a l  expense tre n d  co n s id e red  i s  th a t  o f  o th e r  ex-* 
p en ses which In c lu d e s  a l l  o p e ra tin g  expenses o th e r  than  th o se
HO
enumerated above* Other expenses averaged 18$ of gross Income 
from 1923 to 1932; there were no fluctuations of more than 
about 1$ in any one year* For a ll  Insured banks of the state  
in 19559 other expenses amounted to f*66 per flOO of deposits 
as compared with $*62 for a l l  insured banks In the United 
States*
The tota l expenditures averaged about 74$ of gross 
earnings from 1923 through 1935; It Is interesting to note 
that with three exceptions the variations from this average 
were slight* The average was 70$ in 1926 and 69$ in 1930*
The greatest variation, was the high of the period* 87$ in  
1955* In a l l  other years the range was between 72$ and 75$, 
which means that net earnings averaged around 26$ of gross 
earnings*
Recoveries* Losses and Net Additions to Profits
Before deteralnlng the net addition to profits* losses 
and recoveries must be considered* For the national banks 
during the period* 1927 to 1935* losses on loans averaged 
11*3$ of the gross income* or 16*8$ of the amomt received 
as interest and discounts oh loans* I f  the amount of re~ 
eoverles and interest on loans are taken together, losses on 
loans amounted to 16*5$ of the to ta l income from that source* 
The fact that losses appear high every year would indicate 
that loans have been made without complete and accurate 
credit infomation or without definite and reliable security*
I l l
The l a s s e s  on lo a n s  o f  L o u is ia n a  b an k s , how ever, seem bo be 
l e s s  th a n  f o r  th e  co u n try  a s  a  w hole, i f  we ta k e  th e  y e a r  
1935 a s  an  in d ic a to r*  The above f a c t  i s  l a r g e ly  th e  r e s u l t  
o f  b e t t e r  b u s in e s s  c o n d itio n s  e x i s t in g  in  L o u is ian a  than  in  
many o th e r  se c tio n s *  In  L o u is ia n a  th e  lo s s e s  averaged  12% 
o f  g ro ss  e a rn in g s  and fo r  th e  e n t i r e  c o u n try , 21*5$* The 
d i f f e r e n c e ,  o f  c o u rse , cou ld  be ex p la in ed  by more s t r i c t  
r e g u la t io n s  in  c e r t a in  s t a t e s  concern ing  th e  w r i t in g  down o f  
lo s s e s *  There l a  l i t t l e  d i f f e r e n c e  betw een th e  s t a t e  and 
n a t io n a l  banks in  L o u is ia n a , how ever, as  shown by a  com parison 
o f  th e  n a t io n a l  banka w ith  a l l  In su re d  banks in  th e  s ta te *  
T h e re fo re , i f  we assume com parable p r a c t ic e s  i n  a l l  s e c t io n s  
by th e  n a t io n a l  bank exam iners, I t  would ap p ea r t h a t  L o u is ian a  
banks have a c tu a l ly  ex p erien ced  sm a lle r  lo s s e s  on lo a n s  th a n  
th e  average  fo r  th e  n a tio n *  Pram th e  t o t a l  Income d e r iv e d  
from  lo a n s  in  1935, 22#  was charged  o f f  a s  lo s s e s  in  L o u is ia n a  
in s u re d  banks and 44% in  a l l  in su re d  banka in  th e  country*
Such a com parison i s  in  one sense o b je c tio n a b le  in  t h a t  th e  
e x a c t d a te s  on which lo o se s  a re  charged o f f  a re  e n t i r e ly  
a r b itr a r y  and in  many c a se s  co rrespond  r a th e r  c lo s e ly  to  
th e  e x is te n c e  o f  p r o f i t s  a g a in s t  which th e  charges can be 
made*
L osses on in v estm en ts  between 1927 and 1935 averaged  
2*39# o f  g ro ss  incom e. At f i r s t  g lan ce  th a t  m igh t appear to  
be an e x c e l le n t  re c o rd  b u t w h en  Judged on th e  b a s is  o f  th e
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t o t a l  income from  t h a t  source*  i t  l a  l i t t l e  d i f f e r e n t  from  
th e  re c o rd  o f  lo s s e s  on loans*  The average was 16*7$ o f  th e  
g ro s s  income from  in v es tm e n ts  and lo $  o f th e  t o t a l  a f t e r  th e  
in c lu s io n  o f  re c o v e rie s*  In  o th e r  words th e  r e c e n t la rg e  
r e c o v e r ie s  on in v es tm en ts  due to  r i s i n g  p r ic e s  o f  s e c u r i t i e s  
have ou t th e  lo s s  on In v estm en ts  down to  an average o f  15$ o f  
n e t  Income as compared w ith  an average o f  16#5$ on loans*
I f  r e c o v e r ie s  a re  n o t In c lu d e d , th e  average lo s s  on in v e s t ­
m ents amounted to  16*7$ o f  th e  Income from  investm en ts*  and 
th e  average lo s s  on lo a n s  to  16*8$ o f  th e  income from  loans*  
The s l i g h t l y  b e t t e r  re c o rd  o f  th e  In v estm en ts  I s  due to  th e  
r e c e n t  la rg e  re c o v e rie s*
In  Table 57 th e re  I s  p re se n te d  a  com parison o f  th e  p e r ­
cen tag e  o f  e a rn in g  a s s e t s  In v e s te d  In  lo an s  and In  s e c u r i t i e s  
w ith  th e  n e t  p e rce n tag e  o f g ro ss  Income d e r iv e d  from each 
s o u rc e . R eco v eries and lo s s e s  were Inc lu d ed  In  d e r iv in g  th e  
n e t  incom e.
The n e t  income i s  g r e a te r  every  y e a r  from lo an s  than  
from  in v e s tm e n ts , a lth o u g h  th e re  i s  on ly  a s l i g h t  d if f e re n c e  
in  1935*
In  1935 th e  n a t io n a l  banks in  th e  s t a t e  appear to  have 
charged  o f f  h e a v ie r  lo s s e s  and reco rd ed  la r g e r  re c o v e r ie s  th a n  
d id  th e  s t a t e  b an k s . This may be deduced from th e  f a c t  t h a t  
th e  n a t io n a l  bank p e rce n tag e s  In  b o th  ca se s  a re  h ig h e r  than  
th e  p e rc e n ta g e s  f o r  a l l  In su red  banke in  th e  s t a t e  which
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in c lu d e s  s t a t e  and n a t io n a l  banks# Again r e f e r r i n g  to  inv© st,,*|i‘ 
n e n t lo s s e s  in  1956, I t  appears t h a t  t h e  L o u is ia n a  banks bar© 
a b e t t e r  re c o rd  th an  a l l  in su re d  b a n k s  in  t h e  U n ited  S ta te s#  
The lo o se s  amount to  17*2;7 o f  th e  income from  t h a t  source  
f o r  th e  L o u is ia n a  In su re d  banlcs and 27*7^ f o r  a l l  in su re d  
banks# Such a com parison i s  open to  th e  same o b je c t io n  a s  
th e  one w ith  re g a rd  to  th e  lo s s e s  on loans#
Table 57
TEF PERCENTAGE OP P A lt’!IPO  ASSETS 
INVESTED IN LOANS AND IN SECURITIES AND TNE NET PERCENTAGE 
OP CROSS INCOME DERIVED PHOT! PACT? SOURCE 
FOR LOUISIANA NATIONAL BANKS3'
(1927*1935)
Net P er C e n tT '  ^
P er Cent o f  o f  C ross P er Cent o f  o f  G ross
Y ear E arn in g  A sse ts  Income De~ E arn in g  A sse ts  Income Do*
in  Loans r iv e d  From in  S e c u r i t i e s  r iv e d  from
Loans S e c u r i t i e s
L S I___________ Ui__________  i i i
1935 4 1 .2 41.82 58 .8 40 .29
1934 50 .8 42 .69 49.2 29*26
1933 59 .1 54.57 40 .9 10.65
1932 7 0 .0 46.87 3 0 .0 15 .58
1931 7 4 .G 57.34 2 6 .4 9 .3 3
1930 8 1 .3 64.78 13.2 5 .73
1929 35 .7 71 .17 14 .3 7 .10
1923 34*4 64.81 15.6 5 .7 0
1927 3 3 .9 68 .26 16 .1 5*13
1Annual R eporta  o f  th e  Co m p tro lle r  o f  th e  C urrency . 
1927 to  l9 o 5 .
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The n e t  a d d i t io n s  to  p r o f i t s  v a ry  from  a lo s s  in  1933 
o f  £102,000 to  a  n o t p r o f i t  o f  $1 ,694 ,000  in  1935. The p rev io u s  
h ig h  was £ 1 ,5 13 ,000  In  19B9, and in c lu d e s  on ly  on© Hew O rleans 
bank . A lthough th e r e  was a sh arp  d e c lin e  in  p r o f i t s  in  1931, 
th e  g r e a t e s t  d e c l in e s  o cc u rred  in  1932 and 1933. From 1934 
to  1935, p r o f i t s  a lm o st d o u b led . From 1923 th ro u g h  1930 n o t 
a d d i t io n s  to  p r o f i t s  averaged  17$ o f  g ro ss  incom e. The low 
was 1 2 .1 $ , in  1924, and th e  h ig h  o f  2 0 .6 $  was in  1929. S ince 
1930, th e re  have been sev e re  f lu c tu a t io n s  in  t h i s  r a t i o ,  a  
lo s s  o f  8.14*? b e in g  e n ta i l e d  i n  1933.
The r e c o v e r ie s  on s e c u r i t i e s  in  1934 and 1935 were l a r ­
g e r  each y e a r  th an  th e  n e t a d d i t io n s  to  p r o f i t s .  In  o th e r  
w ords, i f  i t  had n o t been fo r  th e s e  r e c o v e r ie s ,  lo s s e s  would 
have been in c u r r e d .  I t  i s  a ls o  in t e r e s t i n g  to  n o te  t h a t  
lo s s e s  on lo a n s  o v e r th e  p e r io d  averaged  77$ o f  n e t  p r o f i t s .  . 
I f  lo s s e s  on lo a n s  had been reduced  as much as 25$, i t  would 
have r e s u l t e d  in  ap p ro x im ate ly  a 20$  in c re a s e  in  n e t  p r o f i t s .
E arn in g s and D ividend R a tio s
In  o rd e r  to  s im p lify  th e  s ta tem en t o f  r a t i o s ,  th e  n e t  
a d d i t io n s  to  p r o f i t s  w i l l  be r e f e r r e d  to  as n e t  e a rn in g s , 
a lth o u g h  th e r e  i s  a  d if f e r e n c e  in  th e  two acco u n ts a s  p r e ­
se n te d  in  th e  ta b le s  (54 , 55, and 5 6 ) .
The r a t i o  o f  n e t  e a rn in g s  to  c a p i t a l  averaged  10 ,2$  f o r  
t'-e p e r io d  (T able 5 5 ) . The h ig h e s t  was 1 5 .5 $ , In  1926, and
us
th e  lo w e s t was a lo s s  o f  *32> In  1933# A b e t to r  r a t i o  f o r  
d e te rm in in g  th e  p r o f i t a b le n e s s  o f  th e  s to c k h o ld e r 's  in v e s t ­
ment i s  n e t  e a m ln ^ g  to  c a p i t a l  and su rp lu s*  T hat r a t i o  
av e rag ed  3#6> f o r  th e  p e rio d #
The n e t  e a rn in g s  to  c a p i t a l  and s u rp lu s  r a t i o  was h ig h e r  
f o r  th e  L o u is ia n a  n a t io n a l  banks th an  f o r  th e  L o u is ian a  s t a t e  
banks in  1935# The r a t i o  was 7*2^ f o r  a l l  in su re d  banks in  
t-he s t a t e  and 3 .5 ^  f o r  th e  n a t io n a l  bank© alone#  The L o u is ian a  
av e rag e  f o r  a l l  in su re d  b anks, 7#2l ,  was b e t t o r  th an  th a t  o f 
th e  n a t io n ,  3#9;y# The b e t t e r  earning©  re c o rd  I s  a  r e f l e c t i o n  
o f  b e t t e r  b u s in e s s  c o n d i tio n s  i n  L o u is ian a  th a n  in  many o th e r  
s e c tio n s #
In  a d d i t io n  to  an a ly z in g  th e  n e t  p r o f i t  r a t i o s ,  i t  i s  
a l s o  d e s i r a b le  to  kno\v th e  d iv id en d  p o l ic y  o f a bank* I t  i s  
ex p ec ted  t h a t  banks w i l l  tu r n  p a r t  o f  t h e i r  e a rn in g s  back In to  
t h e i r  n e t  worth* The p ro p o r t io n  w i l l  depend upon w hether o r 
n o t a  bank a lre a d y  has a s u f f i c i e n t l y  la rg e  c a p i t a l  s t r u c tu r e  
f o r  th e  amount o f b u sin ess#  Of the  t o t a l  e a rn in g s  o f  £13 ,065 ,000  
which th e  n a t io n a l  banks earned  between 1923 and 1935, £12 ,155 ,000 , 
o r  ap p ro x im a te ly  93g  o f  th e  t o t a l  Y/as p a id  ou t as  d iv idends#  
A lthough t h i s  ap p ears  e x c e s s iv e , i t  should  be p o in te d  ou t t h a t  
t o t a l  s u rp lu s  acco u n ts  were equal to  71^ o f th e  c a p i ta l  s to c k  
in  1923 and 74,C In  1935#* The Banking Act o f  1933 r e q u ir e s
*Annual R eport o f  th e  C o m p tro lle r o f thft c u rre n c y #
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t h a t  a l l  n a t io n a l  banks tu rn  a t  l e a s t  10;? o f  t h e i r  annual n e t  
n a m in g s  In to  s u rp lu s  u n t i l  th e  su rp lu s  eq u a ls  100$ o f  c a p i t a l  
stock*®
The r a t i o  o f  d iv id e n d s  to  c a p i t a l  and su rp lu s  averaged  
6*3$ f o r  th e  p e rio d *  The r a t i o  rem ained f a i r l y  c o n s ta n t 
u n t i l  a f t e r  1931 when i t  took  a d ec ided  slump# In  1934 and 
1956 th e re  were s l i g h t  in c re a se s*
In  s i x  o f  th e  13 y e a r s ,  d iv id en d  paym ents were g r e a te r  
th a n  th e  n e t  ea rn in g s*  Panics u s u a l ly  adop t th e  p o l ic y  o f  
p ay in g  r e g u la r  d iv id e n d s  when p o ss ib le #  E x cessiv e  e a rn in g s  
In  some y e a rs  a re  tu rn e d  back In to  th e  b u s in e ss  to  make up 
f p r  th e  d e f ic ie n c ie s  in  o th e r  years*
Summary
A rev iew  o f  th e  eam ln g 3  and expense tre n d s  o f  Lou l a  Ian *  
n a t io n a l  banks re v e a ls  th e  fo llo w in g  s ig n i f i c a n t  fa c ts *
(1) I n t e r e s t  and d isc o u n t on lo an s  has been a t  a l l  
t i n e s  th e  c h ie f  source o f income, b u t has been s t e a d i l y  de­
c l in in g  s in c e  1993*
(2} I n t e r e s t  and d isc o u n ts  on bonds, s to c k s  and s e c u r i t i e s  
has in c re a s e d  s in c e  1931, b u t In  1935 accounted  fo r  o n ly  30$ 
o f  g ro ss  o p e ra t in g  incom e. At th e  same tim e s e c u r i ty  in *  
vestm en ts  were 50*3$ o f t o t a l  e a rn in g  a s se ts *
8 r b td ,
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(5) S e rv ice  ch a rg es  on d e p o s i t s ,  a lth o u g h  r e l a t i v e l y  
in s ig n ?  flean t- as  a  so u rce  o f  incom e, have in c reased #
(4) S a la r ie s  and wages have re p la c e d  I n t e r e s t  on d e­
p o s i t s  as  th e  c h ie f  item  o f  expense#
(5) L osses on lo a n s  and on s e c u r i t i e s  averaged approx-* 
im a te lp  th e  seme per* c e n t o f  th e  g ro ss  Income from each 
source# I’he average  n e t  lo s s  on s e c u r i t i e s  was s l i g h t l y  le a #  
th a n  t h a t  on lo a n s  because o f  th e  la rg e  r e c o v e r ie s  on s e c u r i t i e s  
in  1954 and 1935*
CHAPTER VI 
FAILED BARKS
Two o f the  preoeding chap ters have bean devoted to  a 
study  o f the  sources end uaea o f commercial bonk funds in  
Louisiana* An a p p ra isa l o f the  changes in  the  investm ent 
p o l ic ie s  has been made# based upon the p r in c ip le  th a t  the 
sources of e  bank*a funds should determ ine the  use of those 
funds* In a sking th e  a p p ra isa l c e r ta in  standards in  th e  fo ra  
o f  r a t io s  s e re  u t i l is e d *
Xt i s  th e  purpose o f th i s  chap ter to  apply these r a t io s  
to  th e  records o f f a i le d  banks in  Louisiana fo r  a  number o f 
years  befo re  fa ilu re *  By comparing the  r e s u l ts  w ith  the 
customary standards# i t  might be p o ss ib le  to  determine 
uhether o r no t f a i le d  banks had departed  from d es ira b le  
p rac tic es#  and i f  so# to  sh a t extent# and fo r  how long*
Cm December 31# 1930# th e re  were 133 s ta te  banks in  
Louisiana and 30 n a tio n a l banks* Between December# 1930 
and December# 1936 th e re  were 44 s ta te  bank f a i lu re s  and 
seven n a tio n a l bank fa ilu re s*  F a ilu re s  as l i s t e d  above 
include a l l  s ta te  banks p laced  in  l iq u id a tio n  by the  s ta te  
banking commissioner and a l l  n a tio n a l banks in  the  s ta te  
l i s t e d  as f a i lu r e s  by th e  com ptro ller o f the  currency*
Table 38 shews a  comparison by groups of f a i le d  Louisiana 
banks according to  the  e lse  as measured by oapfcal stock .
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1930*1904,  to  
PUabor In Opor* atlon la  1980
10*000 tO 00*000 07 0 01*40
00*000 to  40*000 01 10 04*88
00*000 to  90*000 07 u 80*90
100*900 to  199*000 00 0 88.00
000*000 to  499*000 14 4 40.08
900*000 to  009*000 4 1 08*00
1*000*000 or evar 0 0 88*00
to ta l 010 01 80*94
M  gm tM t snriMV of falluraa* fonrtaon* ooourrad 
la  tho 180,000 to  #09*000 group* bat tha hoavloot poroontogo 
i f  folXttM* 40. 6** m  la th i #000*000 to #499,090 group.
I t  to lntaroatlng t o  aeto that w ith  ttao WMpttoa of tho 
#000*000 t o  #009*000 group* tho peraamtaga of failures fo r  
•vov f  o th e r  group mo botwoon 814 and 884* tho fo o t thot 
p ii heaviest M o rta lity  r a ta  «oo not onong tho omaUoot 
ftgnf-t would lad&aata that aloe haa boon r a la t lv a ly  unim portant
i n  r e l a t i o n  to  th o  r a t e  o f  f a i lu r e *
On acco u n t o f  th o  d i f f e r e n c e  l a  th o  n a tu re  o f  th o  d a ta
o f  th o  n a t io n a l  banko ao compared w ith  th o  e ta to  banko, tho
n a t io n a l  banko have n o t  boon ln o lu d o d  In  th o  r a t i o  a n a ly s is *
Xa v iew  o f  th o  f a c t ,  how ever, t h a t  th o  p rec e d in g  a n a ly s is
d is c lo s e d  b u t l i t t l e  d i f f e r e n c e  In  th o  p r a c t ic e s  o f  th o
e
L o u is ia n a  s t a t e  banka and th o  L o u is ian a  n a t io n a l  banko, | t  
lo  b e l ie v e d  t h a t  th o  p r a c t ic e s  o f  th e  f a i l e d  s t a t e  banko 
a r e  t y p i c a l  o f  th o  p r a c t ic e s  o f  a l l  f a i l e d  L o u is ia n a  banks*
Xn m aking th o  a n a ly s i s ,  45 f a i l e d  s t a t e  banks have boon 
a n a ly se d  ac co rd in g  to  t h e i r  in v estm en t p o l i c i e s  a s  in d ic a te d  
by  th o  r a t l o o  f o r  a  p e r io d  o f  n in e  y e a rs  p rece d in g  f a i lu r e *
S in ce  some o f  th e  banks had n o t been in  o p e ra t io n  f o r  th e  
e n t i r e  p e r io d ,  and s in c e  m a te r ia l  was inco m p le te  in  c e r t a in  
y e a rs  f o r  some o f  th e  o th e r  banks, th e  number o f  banks 
andysed d i f f e r s  each  year*
The fo llo w in g  r a t i o s  have been u sed  I (1 ) lo an s  and 
d is c o u n ts  to  t o t a l  d e p o s i ts j  (S) lo a n s ,  d is c o u n ts ,  and 
in v e s tm e n ts  to  t o t a l  d e p o s i ts )  (5 ) cash  and due from  banks 
to  d e p o s i t s )  (4 ) b i l l s  p ay ab le  and re d is c o u n ts  to  n e t  w orth)
" r B ■■   ...... ..
See H* 6* Thomas, "Bank P a l lu r e  s«~0ausee and R em edies,"
The J o u rn a l  o f  B u s in e ss* U n iv e rs ity  o f  Chicago, J u ly ,  1955) 
and M o lw t, H. B ..  J o u rn a l  a t  Bwi!» « * * . Ja n u a ry , 1984, tm  
s im i la r  co n c lu sio n s*
Rfhe g r e a t e s t  d i f f e re n c e  was in  th e  amount o f  r e a l  e s ta b  
h e ld  by th e  two groups o f  banks* From 1925 th ro u g h  1956, r e a l  
e s t a t e  m ortgages averaged  4 .38#  o f  th e  t o t a l  re so u rc e s  o f  La* 
n a t io n a l  b an k s , and 11*15# o f th e  t o t a l  re so u rc e s  o f  La* s t a t e  
banks* See ta b le s  52 and 55* Such a  d i f f e r e n c e  i s  im p o rta n t, 
b u t th e  in d iv id u a l  s ta te m e n ts  o f  c o n d itio n  o f  n a t io n a l  banks 
I s s u e d  by  th e  C o m p tro lle r o f  th e  Currency do n o t r e v e a l  th e  
amount o f  r e a l  e s t a t e  m ortgages h e ld  by th e  in d iv id u a l  n a t io n a l  
banks* Xt i in p o s s ib le  to  a p p ra ise  th e  p o l i c i e s  o f  th e  fa ile d n a tio n a l 
banks w ith  re g a rd  to  r e a l  e s t a t e  m ortgages*
m(B) t o t a l  d ep o s its  to  n e t worth; (6) fixed  a s s e ts  to  n e t 
n o rth ; (7) loans secured by re a l  e s ta te  mortgages to  t in e  
d e p o s its !
I t  la  no t claimed th a t  a comparison o f th e  r a t io s  o f
f a i l e d  hanks w ith  the  standard  r a t io s  serves as a  p o s itiv e
in d ic a to r  o f th e  e f f ic ie n c y  o f bank management* I t  i s
believed* however* th a t  such a  comparison may serve as a
f a i r l y  s a t is fa c to ry  guide* e sp e c ia lly  in  view o f th e  f a c t
th a t  the  45 banks stud ied  l a t e r  fa iled *  At le a s t  i t  may be
s a id  th a t  any ra d ic a l  departu re  from accepted standards and
customary p ra c tic e s  may be viewed w ith  suspicion*
I t  w i l l  a lso  be recognised th a t  th ese  r a t io s  cannot
be considered  as e n t ir e ly  Independent o f one another* Only
when ap p lied  to  a  s in g le  bank and the  changes in  one r a t i o
stu d ied  in  r e la t io n  to  the changes in  o th e r r a t io s  can a
tru e  a p p ra isa l be made* An independent an a ly s is  o f  sep a ra te
r a t io s  and a  comparison of the  r a t io s  o f f a i le d  banks w ith
th e  average r a t io s  o f a l l  Louisiana banks during  th e  period*
however* should serve as a  s a t is fa c to ry  b a s is  f o r  comparison*
and consequently as a t e s t  o f management p o lic ie s*
A b r i e f  rev iew  o f  th e  pu rposes o f  each  r a t i o  and th e
standards which have been s e t  up w ill  be given in  each ease*
(1 ) R atio  o f Loans and D iscoun ts to  To^al Deposits *«M£hl a
r a t i o  in d ic a te s  the  ex ten t to  which a bank has invested  in  
4
lo c a l  loans* The d ep o sits  of a bank are fundam entally
4f r o n t |  QP» s i t ** P* ®3B*
1*8
Intended to  take pare o f the  borrowing needs o f the  customers
5
and to  cover a l l  sho rt-tim e  investm ents# Xf a  bank t i e s
up a l l  o f  I t s  d ep o sits  In  lo c a l leans# however# i t  w il l  have
to  depend upon the  n e t  worth o r borrowed funds fo r  primary
6and secondary rese rve  requirem ents# th e  standard  r a t io  o f
9 0  to  99%  i s  u su a lly  held  to  be d e s ira b le *7 As has been
sta ted#  any genera l standard  i s  su b jec t to  considerable
q u a lif ic a tio n s#  s ince  th e  o p p o rtu n itie s  fo r  d iv e r s i f ic a t io n
in  a  p a r t ic u la r  lo c a l i ty  and the  nature  o f the deposits  o f
a  bank would have to  be considered* She average f o r  the
s t a t e  banks from 1923 through 1931 was 71#5jt, and f o r  the
.  8n a tio n a l banks# 76#3JK«
A c la s s i f ic a t io n  of the  f a i le d  s ta te  banks given 
according to  r a t io  o f loans and d iscoun ts to  t o t a l  d ep o sits  
nay be found in  Table 38# Bach year as the  banks were 
approaching f a i lu r e  the nodal r a t io  tended to  increase* Xf 
th e  r a t i o  o f 70£# which i s  s l ig h t ly  le s s  than th e  s ta te  
average fro m  1923 through 1931 and 9% to  10% above the  
suggested standards# i s  taken as a standard# i t  w i l l  be 
seen th a t  the  number of banks above the standard  increased  
in  the years immediately preceding fa ilu re *  This i s  
i l l u s t r a t e d  be low t
8Bow ± a  *aaigM  *  JBanfc S ta tan aa t, og* e i£ . ,  p . 17. 
Stevsnaon, op. o l t . .  p . 48.
7T ran t, o£. p i t . .  9* *34*
8See ta b le  35, p # 71#
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Table 59
A D is tr ib u tio n  o f F a iled  S ta te  Banks In  Louisiana In  
Terms o f tho R atio o f Loans and Dlsoounts to  
T o ta l D sposlts f o r  a  Period of-Nine Years 
Preceding F ailu re*
(Number o f Banks)
Per Cent o f Leans Years Preceding F a ilu re
Total Deposits 1 9 3 4 5 5 7 8 9
0 -60
80 * 40 1
40 •  50 1 8 1
50 * 60 1 1 8 2 5 3 8 1 3
50 * 70 6 9 4 8 4 5 2 1 5
70 •  80 5 8 11 14 8 9 5 8 11
80 •  90 6 6 6 8 7 4 8 8 4
90 *100 5 7 3 4 4 3 8 5 5
100 *119 7 1 4 2 7 4 6
110 *180 5 4 1 a 1 1 I
180 *150 1 8 i 1 i
150 *140 1 8 i
140 *150 2 1
150 *800 2 1 8 i
800 *250 5 3 1 1 1 1
850 *300 5 1
T otal 45 41 40 38 37 34 08 30 3(
of. the , s ta ts -  Banka. St r in gs- Banka* and- Tru s t - 
tmm in  S ta te  of- Louisiana,. 1983 to  1956*
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I w *  Freoadlng F a ilu re  1 8 3 4 5 6 7 8 0
Fumber o f Banka above 
Standard R atio  (a  
h i^ ie r  r a t i o  in d i­
c a te s  an unfavorable
c o n d it io n .) 56 31 54 54 50 84 85 10 80
From th e  above I l l u s t r a t i o n  i t  w i l l  be no ticed  th a t
tw o-tu rds o f the  f a i l e d  banks were above the standard  r a t io  
n ine  years  befo re  f a i l u r e .  In  the  year immediately preceding 
fa ilu re #  56 o f  the 45 banka had r a t io s  which were above the 
s tan d a rd . Xn fac t#  in  the l a s t  year# 88 o f the banks had
r a t io s  above 100£. In  s ix  oases the  r a t io s  were between
800 and SOOjf.
I t  i s  obvious in  view o f the  above fa c ts  th a t  the banks 
which l a t e r  f a i l e d  had long made i t  a  p ra c tic e  to  lend excess­
iv e ly  in  lo c a l lo an s . Before attem pting  a fu r th e r  an a ly s is  
o f th e  lending p o lic ie s#  however# the  r a t io  o f loans# d iscoun ts
and investm ent* to  to t a l  d ep o sits  w i l l  be in v e s tig a te d .
%
(2) R atio  o f  Loans. D iscounts, and Investm ents jb£ T otal 
D eposits . —The r a t io  of loans# d iscounts and investm ents to  
t o t a l  d ep o s its  shows the  t o t a l  amount o f c re d it  extended 
by a  bank as compared to  i t s  d e p o s its . When the  r a t io  exceeds 
100% , i t  u su a lly  In d ica te s  th a t  a bank la  borrowing excessive-
9
l y # From 1985 through 1951. the average f o r  the Louisiana 
n a tio n a l banks was 91%  and the average fo r  the Louisiana 
s ta te  banks was 8 8 ^ .^
®Trant# 0£. c l t ». p . 235.
10See ta b le  45 , p . 87 .
i m
A c la s s i f ic a t io n  o f f a i le d  s ta te  banka in  Louisiana 
according to  the  r a t io  o f lo an s , d iscoun ts and investm ents 
to  t o t a l  d ep o s its  as p resen ted  in  fa b le  60 d isc lo se s  th a t  
th e  nodal  r a t i o  in c reases  as the  banks approach fa ilu re *
For purposes o f shoving the  changes* a standard  o f 90# nay 
be thought o f  as sa tis fa c to ry *  since i t  i s  about th e  average 
f o r  a l l  L ouisiana banks between 1983 and 1931* A summary 
o f the  s m b e r  o f banks having a r a t io  above the  s tandard  
f o r  each o f  the  n ine years preceding f a i lu r e  I s  given below*
T ears Preceding F a ilu re  1 8 3 4 3 6 7 8 9
Humber o f Banks above 
standard  (a  h igh  r a t io  
in d ic a te s  an u n sa tls*
fa c to ry  cond ition ) 37 33 89 88 84 80 13 7 9
The r e s u l t s  are  n a tu ra lly  s im ila r  to  those obtained In  
the  r a t io  o f loans and d iscounts to  t o t a l  d eposits  jr namely* 
th e  sh o rth e r the  period  before fa ilu re*  the  g re a te r  the  
number o f banks having u n sa tis fa c to ry  ra tio s*  The conclusion 
i s  th a t  the  f a i le d  banks had been extending excessive c re d i t  
as compared w ith  the dep o sits  f o r  sev e ra l years before fa ilu re *  
A ctua lly  bo th  t o t a l  Investm ents and d ep o sits  were being reduced 
in  the  yea rs  immediately preceding fa ilu re *  bu t th e  loans 
and investm ents could not be liq u id a te d  a t  a ra te  equal to  
the  shrinkage o f deposits*
33xe methods which the  banks employed in  o rd er to  continue
Table 60
A D is tr ib u tio n  o f F a iled  S ta te  Banks in  Louisiana in  Terms 
o f  th e  R atio  o f Loans* Discounts* and I ttveetraents to  T o tal 
D eposits fo r  a Period of Nine Years Preceding F ailu re*
(Number of Banks)
Per Oent o f Loans* 
D iscounts and In* Years Preceding Failure
vestm ents to  T o tal 
D eposits
1 2 3 4 5 " 6 a U rnir
6 * 40
40 -  50 1
50 * 60 1 8 3
60 •  70 1 1 1 1 4 4 8
76 •  80 8 4 7 8 7 5 5 11
80 -  90 6 5 7 6 9 5 U 11 8
90 * 100 4 9 10 7 10 19 3 7 6
180 -  110 7 7 5 6 6 5 6 $
110 •  *90 5 9 4 4 5 1 2
190 ♦ 150 3 2 4 1 2 1 8
ISO •  140 1 a 1
140 •  150 9 1 l 1 1
150 * 900 5 1 3 1
900 -  250 9 3 1 1 1 1
200 • 500 5 1
T otal 45 41 40 58 57 34 39 30 30
^Reports o f the S ta te  Banks* Savings Banks and T rust 
Companies in  th e  S ta te  o f Louisiana* 1923*1950.
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operation in  the face of decreasing deposit and "slow" assets 
ere made d e a r  with the use of the following two ra tio s  I
(a) Cash and due from banka to  to ta l  deposits* and (b ) B ills  
payable to  net worth#
(5) Ratio of pash and Due from Banks to Total Deposits 
This r a t io  may be thought of as a * working reserve*' ra tio  
since banks o rd in arily  carry l i t t l e  more cash than is  necessary 
fo r  the business* The ra tio  w ill vary from one bask to  another 
depending upon the location  of the bank and the nature of 
I t s  business* as a general rule# some au tho rities  s ta te  tha t
11
to ta l  cash should equal a t  le a s t 20 per of to ta l  *
Others place the standard a t  15 per cent* Between 1925 and
1950# the average fo r a l l  Louisiana s ta te  banks was 24*7jt# fo r
a l l  Louisiana national banks# 25#9j t , and fo r a l l  country member
.  13banks of the Federal Reserve System* 18£* Xt w ill be seen# 
therefore# th a t Louisiana banks on the average have had a 
higher ra tio  of cash to  deposits than have a l l  country member 
banks*
A d is tr ib u tio n  of the 45 fa iled  s ta te  banka in  Louisiana 
in  t e n s  of the ra tio  of cash and due from banks to to ta l  
deposits is  presented in fable 61* The number of banks in  
each c la ss ific a tio n  is  given fo r each of the nine y e a rs  
before failure* An examination of the table discloses tha t 
as the banka approach fa ilu re  th e  modal ra tio  ten d s  to  decrease*
x*How to  Analyze a B ank 's s ta tem en t*  og. c it* #  p , 16.
12Stevenson# op* c i t ** p* 42* 
l s see tab le 27 , p . 50*
128
Table 61
A D is tr ib u tio n  o f  F a iled  S ta te  Banka in  Louisiana 
in  Toma o f tho R atio  of cash and Duo from 
Banka to  T otal D eposits*
(Number o f  Banka)
For Cent o f  Cash Years ?reaedin« F a ilu re
to  T o ta l D eposits 1 9 5 4 5 6 7 " B " 9
0 * 10 5 4 8 1 1 8
1 0 - 1 5 13 8 9 7 7 6 6 4 8
18 * 80 H v 28
■V' •
11 10 9 7 6 5 4
80 -  88 6 7 18 9 8 9 9 6 9
88 * 80 4 5 4 6 9 1 6 6 8
80 -  88 8 1 1 8 8 8 8 4 7
86 •  40 8 8 8 8 8 8 6
40 * 46 1 1 1 2 8 I t 2 1
4 8 - 8 0 1 1 I
8 0 - 5 5 1 1 3 1
8 8 - 6 0
60 — 65 2
C stal 48 41 40 88 87 84 38 30 80
^Reports o f  tho S ta te  Banka# Savings Banka and Trust
Companies in  th e  S ta te  o f  Louisiana# 1936*
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The above statement w ill be made c leare r i f  an a rb itra ry  
standard of 20%  i s  adopted* The re su lts  are I llu s tra te d  
belovi
Tears Prededlng Failure 1 2 3 4 8 6 7 6  9
Humber of Banka Below
Standard 69 83 68 18 17 16 16 9 6
The number of banks below the standard Increased from 
six  o f the 30 banks nine years preceding fa ilu re  to  69 of 
the 43 banks one year preceding failure*  The fao t to  be 
emphasised is  not p a rticu la rly  th a t so many banks were fa llin g  
below a standard, but the fao t th a t an Increasing number of 
banks were operating on a smaller cash reserve* I n  o ther 
words, because of the in a b ili ty  of the banks to  liqu idate  loans 
and investments In proportion to the reduction of deposits, 
the banks depleted th e ir  cash operating reserves*
The statement has been previously made tha t the ra tio  
of oath and due from banks to  to ta l  deposits is  not a 
W tlsfactory te s t  of liqu id ity*  The conclusions with regard 
to  the fa ile d  banks do not Invalidate th a t statement* A 
declining ra tio  in  some cases, however, may serve as an 
ind ica to r of unsound Investment policies*
The second p art of the explanation as to  how i t  was 
possible fo r  banks to  operate with such high ra tio s  of to ta l  
Investments to  to ta l  deposits l ie s  in  the amount of funds
130
borrow*! • Tho ra tio  of b i l l s  payable and rediscounts to not 
worth w ill serve as an Indicator as to  tho extant o f borrow* 
lag*
(4) BagLo of M.1A| yayobXo and Rodlaooimto J*  JJaf Worttu- -  
Borrowing by banks fo r  any other purpose than th a t of mooting 
emergencies o r fo r sa tisfy ing  seasonal needs i s  oonaiderod 
a  dangerous practice* I t  usually re su lts  in  the best assets 
of tide bank being used as c o lla te ra l for the loan* leaving 
the bank in  an extremely vulnerable condition in  case of an 
emergency*
I t  is  believed th a t the amount of borrowed money should
14be aero a t  le a s t once during a period of twelve months*
I f  a  bank follows the practice  of borrowing only to  meet
seasonal needs* i t  i s  lik e ly  th a t the amount borrowed w ill
ISnot exceed 80%  of the net worth a t  any time*
4 c la ss ific a tio n  of the f i l le d  s ta te  banks in  Louisiana 
according to  the ra tio  of b i l l s  payable and rediscounts to  
ne t worth fo r the nine years preceding fa ilu re  is  given in  
Table 68#
I t  w ill be seen th a t a greater number of banks each 
year were reso rting  to  borrowed money as a source of funds* 
Vine years before failure* only seven of the th ir ty  banks 
were borrowing* In the year immediately preceding failure*
14Stevenson* 0 £* c i t ** p. 48*
**T*ant* C£* c i t ** p* 237*
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Table 62
A D istribution  of Failed State Banks in  Louisiana 
in  Terms of the Ratio of B ills  Payable and Rediscounts to 
Hat Worth fo r a Period of Wine Years Preceding Failure*
(Number o f  Banks)
F ir  Cent of M ils  
Payable and 
Rediscounts to  , Years Preceding Failure
Net
1!* X 1' -g r - - 5 4 5 6 7 ^  «■mmV .
0 6 13 18 22 19 20 80 25 23
0 • O 1 1 1 1
10 •  20 2 5 1 1 % 1
20 •  30 2 4 4 4 3 1 3 8 8
30 •  40 2 1 8 8 1 1 1
40 * 50 8 3 1 1 2 2 1 1
SO •  60 2 3 1 1 2
60 •  70 4 2 2 3 8
70 •  80 8 2 8 1 1
80 * 90 2 2 2 8 3 1
00 * 100 1 2 8
100 -  125 5 2 8 1 1 2
125 •  150 4 2 1 1 8 1 2
150 -  175 2 2 8 1 1 1 1
175 * 200 6 2 1
200 •  225 1 1 1
285 •  250 2 1
250 •  275 1
Total 43 41 40 38 37 34 32 30 30
^Reports of the State Banka# Savings Banks and Trust 
Companies In the State of Louisiana* 1083 to  1936*
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th lrty*scvem  o f  tho 49 bank* were ob ta in ing  funds In  th is  
manner*
Tho number o f banko by years w ith  b l l l a  payable and 
re d isc o u n ts  o f more than  60# o f  no t worth la  thown below*
Tears Preceding F a ilu re  1 9 9 4 6 6 * 7 3 9
Humber o f lanka w ith  
r a t i o  abowo 60%
(h igher r a t i o  un favorab le) 86 13 1 9 9  10 V 6 0 8
S igh t yoara before fa llu ro #  none of the banka had a  
r a t io  o f  b l l l a  payable to  no t worth o f more than 60#f wheroaa 
f o r  tho l a a t  year before fa llu ro #  86 banka had unfavorable 
ra tio s *
I t  may bo concluded th a t  th e  f a i le d  banka were attem pting  
to  m ain tain  a balance between the  volume o f depoaita and th a t  
o f loana and investm ents by two methods* (1) by reducing oath 
reserves#  and (8) by borrowing funds* The f i r s t  method o ffered  
extrem ely lim ite d  p o s s ib i l i t i e s  because banka o rd in a r ily  c a rry  
l i t t l e  more cash than  la  a c tu a lly  necessary  as a  "working 
rese rve*11 The second&method perhaps fu rn ished  a  s lse a b le  
p ro p o rtio n  o f funds* but In  so doing# t ie d  up the moat l iq u id  
o f th e  banks1 a s s e ts  as c o l la te r a l  f o r  the loans*
(6) R atio  o f T o tal D eposits to  Net Worth* *«*lhe r a t io  o f to ta l  
d ep o s its  to  n e t worth shows the  ex ten t to  which a bank I s  
«tra d in g  on I t s  equ ity*N Since the s tock h o ld ers1 funds a c t  
a* s  s a fe ty  cushion fo r  the p ro tec tio n  of the depositor* i t
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I s  u su a lly  believed  th a t  an in c rease  In  dep o sits  should be 
follow ed by an ln o reass  in  no t worth*
A  d i s t r ib u t io n  o f the  f a i l e d  s t a t s  banks according to  
the  r a t io  o f to t a l  d ep o s its  to  n e t worth I s  given in  fab le  
69,
I t  w i l l  be seen th a t  as the  banks approach f a i lu r e  the
ned ian  r a t io  tends to  decrease* which i s  supposedly a sign  o f
s tre n g th  s in e s  a low r a t i o  in d ic a te s  a r e la t iv e ly  la rg e  p ro -
16p o rtio n  o f c a p i ta l  funds to  t o t a l  deposits*  fhe decreasing  
r a t io  is*  o f course* explained by th e  f a c t  th a t  d ep o sits  were 
sh rink ing  such more ra p id ly  than n e t worth* In stead  of show* 
in g  streng th*  the d ec lin in g  r a t i o  was an in d ic a to r  o f an 
unhealthy  cond ition  w ith in  the  banks* A  r i s in g  r a t io  caused 
by th e  ad d itio n  o f prim ary dep o sits  would have been preferab le*  
even though a  r is in g  r a t io  i s  supposed to  in d ic a te  th a t  th e  
d e p o s ito rs1 s a fe ty  cushion i s  being d ilu ted*
Zt appears th a t  trends in  the above r a t io  do n o t o f fe r  
a  s a t is f a c to ry  index w ith  regard  to  safety*  Since i t  i s  
assumed in  theory  th a t  d ep o sits  increase  from loans* a  500j( 
p a t io  o f d ep o s its  to  n e t worth would in d ica te  a much b e t te r  
cond ition  tb eh a  2000%  ra tio *  Xf* however* the  former 
cond ition  had re su lte d  from the  ra p id  withdrawal o f deposits*  
and th e  l a t t e r  cond ition  from the  recen t accumulation o f 
prim ary deposits*  i t  i s  obvious th a t  the l a t t e r  would be
^ f h e  mode was not used because no marked degree o f 
concen tra tion  was apparent*
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Table 63
A D is tr ib u tio n  o f  F o iled  S ta te  Banks In  Louisiana 
in  fem e  o f the R atio  o f T o tal Deposits 
to  Net Worth 1
(Number o f Banka)
t e r  Cent o f 
T o ta l D eposits 
to  Net Worth
Wears Freeedlng F a ilu re
3k 8 5 ft 6 " ft 7 8 9
0 -  100 2 1 1
100 •  150 2 1
ISO -  800 6 5 2 8
800 * 250 2 4 1 5 1 1 2
260 •  600 4 5 4 1 4 1 8
600 •  650 1 1 2 1 5 5 1 1 8
660 -  400 4 5 6 6 3 3 2 4
400 m 450 5 5 5 8 5 4 3 1
460 •  600 2 4 4 5 3 1 1 8 3
500 -  550 2 1 2 5 1 1 2 8 3
660 •  600 3 8 8 3 3 3 2 2 4
600 m 650 2 6 1 3 2 2 1 3
660 •  700 1 5 2 11 1 1 2 1 1
700 -  750 5 2 4 1 2 5 2 1 1
760 •  800 1 2 1 2 2 1 4
800 -  850 2 1 4 2 1 8
660 -  000 8 8 1 1 1 3 8 1
900 •  950 1 1 2 1 5 4 2 2
060 -  1000 8 1 8 1 8 8 1
1000 •  UOO 1 1 2 2 8 2
u o o •  UOO 1 2 1 1
1200 -  1600 1 1 1 2
1600 -  1400 1 1
T otal 45 41 40 38 57 54 32 30 30
R eports o f  th e S ta te  Banks# Savings Banks and Trust
Companies In  the S^ate o f  Louisiana# 1936.
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p re fe rab le*  I t  may be concluded th a t  although tho r a t io  of
t o t a l  d ep o s its  to  no t worth may servo as a  guldo fo r  tho
estab lishm en t tf a  d o f ia i to  policy* I t  possoosos l i t t l e  value
a s  on in d ic a to r  o f safe ty*  The f a i le d  Louisiana banks* w ith
few exceptions# c o n s is te n tly  m aintained what Is  genera lly
thought to  bo a  s a t is f a c to ry  standard*
(d) l a t l o  g£ Fined A ssets to  Net ao r th *«»fho r a t io  o f fix ed
a s s e ts  to  n e t worth shows the p roportion  o f c a p ita l  funds
t i e d  up i l l i q u i d  asse ts*  The g re a te r  the  p roportion  invest*
cd in  th a t  fashion* th e  sm aller t r i l l  be the  amount av a ilab le
to  a c t  as  a  b u ffe r in  m aintain ing  a  balanoe between deposits
on the one hand and loans and investm ents on the other* As
a  genera l ru le#  i t  has been s ta te d  th a t  fixed  a s se ts  should
I ?n o t c o n s ti tu te  more than  50jt o f n e t worth*
A d is t r ib u t io n  o f a l l  f a i le d  s ta te  banks in  Louisiana 
in  term s o f tb s  r a t io  o f fix ed  a s se ts  to  ne t worth fo r  th e  
n ine  years  preceding f a i lu r e  la  p resen ted  in  fa b le  64*
An a n a ly s is  o f the  ta b le  d isc lo se s  p ra c t ic a l ly  no 
tren d  in  the  median ra tio *  although th ere  i s  a s l ig h t  in c rease  
in  the  mode* There are  a number o f banks each year* however* 
above the  standard* A p ro p o rtio n a te ly  heavy Investment in  
fix e d  asse ts*  therefo re*  may have been the  c h ie f  cause of 
d i f f i c u l ty  in  sp e c if ic  cases* but i t  appears to  be o f only minor 
s ig n if ic a n c e  when app lied  to  the group*
mmmmm h h m is e ^ ira m m
Trant* og# ci t#* p* 238.
i m
fa b le  64
4  D is t r ib u t io n  o f  P a lle d  S ta te  Banks In  L o u is ian a  
In  T erns o f  th e  R a tio  o f  F ixed A sse ts  
to  Net Worth 
(Number o f  Banks)
F a r  C ent o f  F ix ed  
A s s e ts  to Y ears P reced in g  F a i lu r e
n o m 1 8 S 4 6 * 8 ..... 8 ...
0 1 1 1
0 * 10 s 6 S 8 8 3 8 1 8
10 -  SO 4 4 6 6 6 10 6 7 U
SO -  so 7 6 4 6 3 5 4 0 3
SO * 40 7 6 7 8 8 3 6 6 4
40 m 50 4 6 6 6 6 8 3 1 8
60 -  60 8 7 4 3 4 5 4 3 3
60 •  70 S 4 4 1 4 1 8 1 8
70 •  80 3 S 1 8 1 3 4 8
80 •  SO 1 1 3 8 8 1 1
SO •  100 1 8 8 1 1 1
100 -  110 1 1
110 m 1 1 1 1 1 1 1
T o ta l 43 41 40 38 37 34 38 30 30
Report of th e S ta te  Banks* Savings Banks and Trust
Companies In the S ta te  o f Louisiana* 1936*
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f t)  Watlo o f leans daawtod ter Waal Batata Mortgage to  Tims 
ftiM iIt s .—A fin a l re tie  whloh was applied to  ttw fa iled  
banks was th a t a f veal e sta te  mortgagee to  time deposits, 
teak •  ra tio  may n r a  aa a p a rtia l Indicator of liq u id ity  aa 
to l l  to  a  general guide to  the Investment po lle lea . I f  toe 
g reat a  propo rtion o f time deposits la  Invested in  rea l 
e sta te  mortgages* the bank say be placed la  a precarious 
condition. A SQjf standard may be thought of as a  satisfacto ry  
gadde.
A d istrib u tio n  of fa iled  s ta te  banka In leuialana la  
tom a e f loans seoured by rea l e sta te  mortgages to  time 
depo sits  la  present ed In Table 68.
da —e*y*» discloses a t le a s t four In teresting  foo ts. 
P irate  tbare aae l i t t l e  unlfosnlty In the p ractise fellam d 
la  any year* toa peroentags ranged fron acre to  8&0HS00. 
dsnnmd. the median ra tio  tended to  remain approximately the 
same during tbs en tire  period. Third* slig h tly  mors than 
h a lf of toa banka were above toe standard evexy year* and 
smiserpiartiTj were following what might be called undesirable 
p rac tices, fourth* a t le a s t 80jf of toe banks had ra tio s  above
lOCjf every year.
fbe ooneluslons to  be drawn from toe above fa sts  appear 
to  be th a t re a l esta te  mortgagee were emeeselve In more than 
fc.iv of toe banks daring toe en tire  period, la  many eaaea 
B  oaount had bean Invested in  rea l esta te  mortgages greater
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fab le 66
A D is t r ib u t io n  o f  F a i le d  S ta te  Banka in  L o u is ia n a  i n  f e m e  
o f  th e  R a tio  o f  lo a n s  Secured  by R eal E s ta te  Mortgage 
to  f in e  D ep o sits  f o r  a P e rio d  o f  Nine Y ears
P reced in g  F a ilu re *
(Number o f  Banks)
P er Cent o f  Loans 
Secured by Y ears P reced in g  F a i lu re
jBvriigagv* vo iabw i
D eposits 8 3 4 6 6 6 .... r
0 • 10 3 4 4 8 3 5 4 4 4
10 • 80 8 3 2 1 1 X 2
80 * 50 4 3 3 8 6 3 3 5 1
90 * 40 5 4 8 5 8 3 2 3 2
40 - 50 5 1 8 6 4 3 4 5 4
50 * 60 3 8 7 6 4 5 3 3 1
60 • 70 6 4 4 3 & 3 5 1 3
70 - 80 8 1 1 8 X 1 1 8
60 - 80 1 8 4 2 8 1 1
10 » 100 1 1 1 1 1 2
100 • u o 1 1 i 1 * 2 X
110 - 130 1 5 1 1 1
180 • 150 5 2 1
150 «►140 2 2 1
140 - 150 2 1 %. 1 1
150 - 175 1 4 2 1 8 1 9 8
175 • 800 1 1 2 2 2 3 1 1
800 * 850 1 3 9 1 & 3 1
850 » 500 6 8 1 1 1 1 8 X
f e t a l  45 41 40 96 37 34 32 30 30
AR eporta  o f  th e  S ta te  Banks# Savings Banks and T ru s t 
Companies i n  th e  S ta te  o f  L ou isiana*  1925 to  1956#
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th a n  th e  t o t a l  tim e d e p o s its *  I t  I s  obv ious th a t  i n  such 
ea ses*  demand d e p o a ita  bad  been  In v e s te d  In  r e a l  e s ta te *
Such in v e s tm e n ts  vena no d o u b t c o n t r ib u to ry  oauaea o f  f a i lu r e *  
The o b je c t io n  to  r e a l  e s t a t e  m ortgagee l a  n o t t h a t  th e y  w i l l  
eauae f a i l u r e  i n  good tim es*  b u t  t h a t  th ey  a re  l l l l | u l d  In  
b a rd  t i n e a  and w il l*  therefo re!*  p rove hasardous*
1 * There was p r a c t i c a l l y  no d i f f e r e n c e  in  th e  r a t e  o f  
f a i l u r e  betw een th e  s t a t e  banks and n a t io n a l  banka in  
L o u is ian a*  From 1050 to  1056* th e r e  were 44 s t a t e  bank 
f a i l u r e s  and seven  n a t io n a l  bank f a i lu r e s *  The fo rm er 
r e p re s e n te d  34*5£ o f  th e  s t a t e  b an k s, and the l a t t e r ,  2 3 .3 $  
o f  th e  n a t io n a l  b a n k s, in  th e  s t a t e  a t  th e  same date#
8 * U s e  was a  r e l a t i v e l y  u n im p o rtan t f a c to r  i n  r e l a t i o n  
t o  th e  r a t e  o f  f a i lu r e *  The h e a v ie s t  ra te *  42$, o ccu rred  in  
th e  $2 00*000  to  $490*000 group* In  a l l  o th e r  g roups th e  
av e rag e  was between 31 % and 36$*
3 * Throughout th e  te n ^ y e a r  p erio d *  th e  m a jo r i ty  o f  th e  
f a i l e d  banks In v e s te d  an e x c e ss iv e  amount o f  d e p o s its  In  
lo c a l  loans*  Bear th e  end o f  th e  period*  th e  number o f  banks 
h av in g  u n fa v o ra b le  r a t i o s  o f  lo an s  to  d e p o s its  in c reased *
4* The t o t a l  amount o f  c r e d i t  ex tended  by th e  f a i l e d  
banks a s  compared w ith  d e p o s i ts  was ex c e ss iv e  i n  a  m a jo r i ty  
o f  th e  banks f o r  a  p e r io d  o f  s ix  y e a rs  b e fo re  f a i lu r e *  As 
th e  banks approached f a i lu r e *  th e  r a t i o  o f  loans*  d isc o u n ts*
and in v e s tm e n ts  to  t o t a l  d e p o s i ts  in c rease d *
5* The e x c e ss iv e  c r e d i t  ex ten d ed  by th e  banks was 
l a r g e ly  aad e  p o s s ib le  by re d u c in g  cash  r e s e rv e s  and by 
borrow ing* by th e  f i r s t  method# th e  banks i n  many o ases  
a ttem pted  t o  o p e ra te  on to o  t h i n  a  m arg in  o f  "w orking 
re s e rv e s * "  by th e  seoomd method# th e  banks t i e d  up t h e i r  m ost 
l i q u i d  a s s e t s  a s  c o l l a t e r a l#  th u s  c r e a t in g  p r e f e r r e d  c r e d i to r s  
e v e r  d e p o s ito rs *
6 * In  th e  ag g reg a te#  th e  banks canno t be  s a id  to  have 
had  in a d eq u a te  c a p i t a l  funds to  su p p o rt t h e i r  volume o f  
d e p o s its *  th e  r a t i o  o f  t o t a l  d e p o s i ts  to  n e t  w o rth  ten d ed  to  
d ec rease#  r a th e r  th a n  in c re a se #  in  a  m a jo r i ty  o f  th e  banks*
7* The p e rc e n ta g e  o f  c a p i t a l  funds which th e  f a i l e d  
banks h a d  t i e d  up in  f ix e d  a s s e ts #  t h a t  is#  i n  b u ild in g #  
f u r n i t u r e  and f ix tu r e s #  and o th e r  r e a l  e s ta te #  was n o t 
e x c e s s iv e  i n  a  m a jo r i ty  o f  th e  oases* In  a  few in s ta n c e s#  
however# th e  r a t i o  o f  f ix e d  a s s e t s  t o  n e t  w orth  in d ic a te d  th a t  
a l l  o f  th e  c a p i t a l  fu n d s  had been p la c e d  in  i l l i q u i d  a s s e ts *
8 * She p e rc e n ta g e  o f  sa v in g s  d e p o s i ts  In v e s te d  in  r e a l  
e s t a t e  m ortgages was ex trem ely  h ig h  In  more th an  h a l f  o f  th e  
f a i l e d  banks th ro u g h o u t th e  p erio d *  In  many e a se s  th e  r a t i o  
o f  le a n s  se cu re d  by r e a l  e s t a t e  to  tim e d e p o s its  was w e ll 
over 100%, in d ic a t in g  th a t  demand d e p o s i ts  had been In v e s te d  
In  such  a s s e ts *
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